











April 19, 1947 


“~ 


THE LONDON LIBRARY, 
ST. JAMES’S SQUARE, 
LONDON, 8.W.1. 


jg 


Established 1843 
One Shilling 





Leading Articles 
An Acceptable Budget - + 
The New Statesman - - - 
‘The House”? += - «+ - 
The Conflict in China + - 


NOTES OF THE WEEK. - .- 
Last Lap in Moscow ; Mr Molotov Misses 
a Trick ; A Fancy Coal Target ; Docky 
Politics; Tourist Trade; Prospects 
Trade with Russia; Italians for Recon- 
struction ; Platform for Propaganda ; The 
Right to Arrest ; Petition from Bermuda ; 
Who Controls in the Air? ; Film Quiz; 
Bisected Korea ; Finland Seeks a Govern- 
ment. ' 


LETTERS TO THE EDITOR- - 
BOOKS AND PUBLICATIONS - 


AMERICAN SURVEY 


Spring Strikes - - - - 


An Innocent Abroad ; The Price Spiral— ; 
—Industry’s Views; Cuts in Federal 
Department. 


THE WORLD OVERSEAS 


Preliminaries in Geneva - 
mention in Austria; The British Zone as 


The Business World 
The Budget Accounts - - - 


The National Income- + - 
Tobacco Shares Now- + - 


BUSINESS NOTES- - - - - 


Reactions ; Rallying the Patriots 
Savings in Interest? ; ed Coal 
ea ion ; Britain’s Account ; 
The Problem of India’s Ba ; Liver- 
hye Shipping ; World Conspectus ; 
- Us Cetonalinadl 
; ton Amalgamation ; w 
Materials for Paints ; Petroleum Equipment 
Exports ; America’s Demand for per § 
Shortage of Containers ; Retail S in 
_ B46; Shorter Notes. 


COMPANY MEETINGS - - - 
STATISTICAL SUMMARY - - 


VOL. CLII NO. 5408 





Sat 
' ANNUAL POSTAL SUBSCRIPTION £3 
BY AIR (U.S. and Canada only) $24 — 


569 
s7t 
573 
574 
576 


580 
582 


584 


587 


59° 
592 
594 
596 


603 
607 


a WEL Telephone | Temple Bar 3516 


& a Newspaper. Entered as Second Mail 
spaper as Class 


Matter at the Ne~ York, N.Y., Post 


An Acceptable Budget 


R DALTON’S third Budget is an acceptable, almost a good one. 
With his passion for cloaking even the most innocent actions in a 
prejudicial form, he tried hard, in the course of a long and lucid speech, 
to make it sound as if he were doing adventurous and controversial things. 
But in fact the proposals he made were, with one exception, based on 
principles of finance that all authorities would approve, and they were 
also, again with one courageous exception, pedestrian rather than adven- 
turous. The exception to the soundness of the Budget is the new 
penalisation of dividends; the act of courage is the decision to increase 
the duty on tobacco, already heavy, by no less than half. Politics is as 
apparent in the first decision as it is commendably absent from the second. 
But it is very doubtful whether any credit the Chancellor may earn among 
the faithful by his dividend tax will go very far to offset the dismay he 
will have caused by an increase in the tobacco duty which, however 
desirable in the public interest, will inevitably fall more heavily on small 
incomes than on large. Of this balance of popular reaction, Mr Dalton, 
who is a politician before everything, was undoubtedly aware; he deserves 
the credit for having made his choice. 

From the accounting point of view, the chief surprise of the Budget 
was that the Chancellor was able to estimate for a receipt of no less than 
£292 million from Miscellaneous Receipts, mainly from the re-claiming 
of unspent balances and the like. The Chancellor described these items 
as rabbits out of a hat. They are, indeed, a curious collection of rabbits 
-—not least curious in being non-recurring. Nevertheless, they enabled 
Mr Dalton, within the rules of the game, to produce a prospective surplus, 
on the basis of existing taxation, of no less than £248 million. He might 
have dissipated this surplus in reductions of taxation. But he decided, 
very wisely and properly, not to do so, but rather to fortify it by changes 
in taxation which provide, on balance, a small net increase of revenue. 
His reasons for this were twofold—partly the ground of high economic 
principle that “ this is a year when we ought, in any case, to have a Budget 
surplus,” and partly the lower, but no less commendable, ground of 
expediency that the surplus may be needed next year, when there will 
be lower receipts from income tax, no EPT and fewer, if any, rabbits, 

Unquestionably, this decision, in the present circumstances of the 
country, is the right one. There was, in the speech, some very strong 
language directed against those writers in the financial press who advocate 
deflation and dear money—* baleful Bourbons” he called them, “who 
sit in office chairs in the City of London ” (a description which, it will 
be noted, acquits The Economist). But if, in fact, any voices have been 
raised in favour of “ dear money . . . depressed trade... mass unemploy- 
ment .. . cuts in wages and social services and indiscriminate short-sighted 
economy campaigns of every sort,” they have escaped general notice. Mr 
Dalton’s noisy assaults upon this collection of Aunt Sallies were designed 
to disguise the fact that he is proposing to move in exactly the direction 


. that his “ deflationist”’ critics have urged upon him. ‘The immediate 


danger, he admitted, was of “an inflation going beyond bounds” and 
he proposed to take steps to reduce the inflationary pressure. | 
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It is true that his conversion to a disinflationary policy mi nal t t 
have been more whole-hearted as well as more gracious.© He’ Mt Dalton paid to the principles of sound finance. The real 


might have done much more. He might, for example, have 
really balanced his Budget. The surplus of £270 million with 
which he balanced the accounts of “ordinary” revenue and 
expenditure is, of course, a very partial figure. The Chancellor 
is propesing to spend much more than this on items that are 
printed in the Exchequer return “ below the line” and are 
accordingly not counted as ordinary expenditure. It would, in 
any case, be a curious accounting procedure to pile up a surplus 
above the line and a deficit below it. But, in fact, though some 
of the items below the line, such as the redemption of maturing 
debt and the purchase of real assets, are properly excluded, 
there are others which ought to be treated as expenditure. 
Payments of Post-War Income Tax Credits, for example, are 
direct. repayments of sums that were, when they came in, 
credited to ordinary revenue. Te same is true of EPT refunds. 
Yet these two items alone will amount to £130 million, or 
nearly half the surplus “ above the line,” without allowing for 
the only slightly less clear case of War Damage payments 
amounting to {330 million. It would have been a better 
employment of his “surplus” if the Chancellor had used it to 
improve the logic and honesty of the Exchequer accounts, And 
if he had done so, he would have had to confess that he was in 
fact proposing, not a substantial surplus, but a deficit. That 
policy might well be a defensible one, in view of the surpluses 
that can be expected on the accounts of the national insurance 
funds and the local authorities. But defensible or not, it would 
have been more candid. 

Mr Dalton might also have gone further in the process of 
reversing the upward trend of food subsidies. As he said, “ this 
element, alone in all the total of our public expenditure, might 
seem.to be passing out of our own control.” It is something 
that the food subsidies are not—apparently (the Chancellor was 
not very specific)—to be allowed to increase further after the 
introduction of the new cost-of-living index. But it is dis- 
appointing that there was no more than a faint indication of a 
desire to.take positive steps to reduce this burden. It is here— 
and not, pace the Chancellor, in further reductions in interest 
rates—that any hope of substantial tax reliefs can be found. The 
Chancellor is still waiting for a fall in world food prices—and 
no doubt he will have his reward in due course. But it is most 
unlikely that any fall in world food prices will be enough by 
itself to wipe out these subsidies, which are keeping the prices 
of foodstuffs at a level appropriate to a value of money quite 
different from any that the post-war world is ever likely to see. 
The subsidies will either be removed catastrophically. and with 
disturbance or gradually and smoothly, and it is in no way too 
early to make a start if the latter alternative is preferred. 

Again, if his heart were in a dis-inflationary policy, the 
Chancellor might have made an attempt to demonstrate that his 
cheaper money campaign was not being run in an inflationary 
way. This passage of his speech fell well below the level of 
cogency of the rest. He detailed, at great length, the advantages 
of cheap money to the borrower—which nobody would dispute. 
He asked whether there is “ really a British citizen who is either 
too avaricious or too frightened of the future to lend money to 
his country at 24 per cent on long term?” But that argument 
applies equally to 2 per cent, or to 14 per cent. Mr Dalton said 
nothing whatever to establish his claim that, of all the possible 
points at which the taxpayer’s desire for low rates of interest 
might exactly balance his desire, as Citizen, to avoid the infla- 
tionary consequences of pushing them too low, exactly 24 per 
cent is immutably the one. ~He said nothing to defend him- 
self against the charge of having pursued his policy at the cost 
of a large-scale creation of liquid credit, contrary to the debt- 
funding tactics that are appropriate to a dis-inflationary policy. 

Nevertheless, though there are. these might-have-beens, it 
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point is that he-paid.any tribute at all. It is reassuring to-hear j 
Socialist Chancellor of the Exchequer saying that “this jy , 
good year for a good surplus,” and evem though it is only in 
very qualified sensethat he can be said to have been as good 35 
his word, he deserves credit «for his restraint in tax. relief, 

The rearrangements of taxation that the Charicellor’ Proposed, 
within his policy of fortifying rather than of weakening the 
revenue, are also, on the whole, well chosen. Within the. struc. 
ture of the income tax, the earned income and family allowance 
were clearly at the top of the priority list. The doubling off 
many existing stamp duties charged on the transfer of 
is hardly welcome, but it cannot be said to be out of line with 
the general weight of taxation. The new stamip duty on bonys 
issues is a surprise. There is a case for some taxation on bony; 
issues, many of which are undeniably devices for evading gyr. 
tax. But there are some objections to the present propo 
the rate of 10 per cent is, for a capital transaction) very heavy; 
and since it is levied by reference to the market value of th 
shares after the bonus issue has been made, it also offends 
against the canon that every tax should be capable of being 
calculated in advance of the action that attracts it. 

The two changes in taxation that will ‘attract the mostlatten- 
tion are the steep rise in the tobacco duty and the new tax 
on dividends. The increase in the tobacco duty is a sound 
decision as well as a politically brave one. Thete is no soom 
for doubt that the level of consumption of tobacco must be 
reduced. The only alternatives to a stiff rate of duty area cut 
in supplies, which would merely lead to queues and black 
marketing, or a rationing scheme, which would have grex 
administrative difficulties. 


The dividend tax, on the other hand, is a thoroughly bad 
one. If a case can be made out for widening the differential 
of taxation between incomes. from work and incomes from pro- 
perty, then the fairest way to do-it is by death duties or by 
combining a higher standard rate of income tax with a much 
larger earned income allowance. But Mr Dalton did not attempt 
to argue the case for heavier taxation om property incomes. 
He did not attempt to argue any case at all, he merely asserted 
that he was “ not satisfied with the large increases in distributed 
profits and the higher dividends which have been paid out in 9 
very many cases in the last twelve months.” It is almost certain 
that the increase since 1938 in the sums paid out in dividend 
has been less, proportionately, than that of any other coast 
tuent of the national income save only rents. But even if the 
case were made out for stopping excessive or increased’ divi 
dends, how does that justify a differential tax on all dividends 
excessive or meagre, increased or reduced? There is still another 
objection. to a profits tax that falls on the company, and ther- 
fore exclusively on the equity shareholder. The point was put 
very clearly some years ago by an authority on public finance, 
writing of the Corporation Profits Tax. that was levied for afew 
years after the first war. This tax, he said 

was a bad tax. . . . For it discriminated against a particu 

class of property-owners, eae ordinary shareholders 2 

joint stock companies, as compared with all other class, * 

cluding debenture-holders and the holders of gilt-edged sea" 

aR It i emiats » As . tax Bt pa ind 
te to divert the flow ital from 
safe investments. But, in am of the need that risks shoul 
be taken and the reluctance of many ‘investors to take the 

this was a harmful diversion. . “4 
The quotation is from “The Principles of Public Finance,” 5 
H. Dalton, M.A., D.Sc. (Econ.), ‘Fhus does politics com 
leatning. The. Opposition will be well advised to put te! 
confidence in Dr Dalton rather than in the Chancellor of 
Exchequer and to give notice that aa ee | 
are 


Of class malice at the earliest opportunity they 
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The New 


R HENRY WALLACE has come to Europe in search of 
progressives, and according to him a progressive is a 
n who believes the future is more important than the 
” If he sticks to this definition he will not need to leok 
very far ; in that sense we are all progressives now. But other 
things he has said, in the course of two broadcasts and three 
public meetings—all under progressive auspices—suggest that 
his definition is incomplete. The progressives he is looking for 
are the people who turn their backs on the present and occa- 
sionally take a short and painful look at it from between their 
legs. Most politicians and public men reaching middle-age find 
the posture increasingly uncomfortable, and end by turning 
their backs on the future ; but not Mr Wallace. After fourteen 
years of politics he remains supple, hopeful, indignant, and 
broad of vision, Perhaps because he is also a farmer and a scien- 
tist, because he wants power but could at a pinch live without 
it—in other words because he is the imperfect politician. 

The risk created by his present visit is that many people in 
Europe—progressives and others—will overestimate his power 
in their admiration for his quality, They may repeat the error 
they made—with more excuse—with Wilson thirty years ago, 
and mistake the idealist American for American idealism. They 
may be tempted to see in Mr Wallace a candidate for leadership 
of the Democratic Party, who hopes to return to the United 
States and feels himself propelled to power by the ardent 
breath of progressives outside his own country. Then—they 
may think—he would reverse present American foreign policy, 
seek to bring .Russia into international partnership for the 
reconstruction of Europe, and repel Communism everywhere by 
a united effort to raise world standards of living. This is no 
unfair simplification of what Mr Wallace is describing as his 
“international new deal.” And if he is not serious, if he does 
not intend to organise power behind the idea, why has he come 
to Europe to spread it? Not, surely, just to blow on the embers 
of the Socialist revolt against Mr Bevin’s foreign policy, or on 
the feeble flames of European opposition to Mr Truman’s anti- 
Communist doctrine—or to study the art of editing a progres- 
sive periodical. 

Mr Wallace’s speeches are clearly intended to be read in 
America. They are intended to shake American—and Euro- 
pean—confidence in Mr Truman’s challenge to Communist 
conspiracy against governments outside the Soviet sphere of 
influence. It is important that the countries next visited by Mr 
Wallace should understand not only this, but also that the 
editor of the New Republic and the successful experimenter 
with Rhode Island Reds does not represent a body of American 
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Statesman 


opinion either massive or organised. As the last hope of the 
New Dealers—or, more accurately, of one section of the New 
Dealers—he represents the vague aspirations of many Ameri- 
cans for peace and security and friendliness in the world, but 
nothing more. It is good that he does, for such voices should 
always be heard in this country with respect, and haye always 
been so heard, so long as the facts were not overwhelmingly 
against them. 

But the facts of the moment are overwhelmingly against Mr 
Wallace’s practical proposals. This can easily be seen from one 
or two he has propounded during the last ten days. To begin 
with the most actual problem of all, the Moscow Conference— 
how would Mr Wallace deal with this indecisive debate about 
Germany? He would make it succeed, he said in London last 
week, “ by starting an overall programme for the reconstruction 
of Europe.” An excellent idea ; but is it not precisely because 
the Russians want to use German industry for their own recon- 
struction before it is used for European reconstruction that the 
conference is failing? Nine months ago, before the Moscow 
Conference was thought of, they refused to attend the London 
conference of the United Nations Sub-Committee on Devas- 
tated Areas. This modest body was engaged in nothing. more 
harmful than a survey of what reconstruction there was to be 
done in Europe. Out of it emerged much useful information 
and the fruitful suggestion of an Economic Commission for 
Europe. It received hearty American and British support; the 
Czech and Polish observers could have told Moscow how 
hearty it was and how easily the Commission might be an 
inducement to American loans and gifts to Europe. What hap- 
pened? The Soviet delegate in the Social and Economic 
Council fought the proposal teoth and nail until his colleagues 
from eastern Europe convinced him of the dangers of doing so. 
Then he withdrew opposition, but refused to vote on the Com- 
mission’s terms of reference. The example is chosen because 
it shows Russian intransigence at a low, working level of inter- 
national cooperation, where diplomatic risks were few. 

Much the same has happened over other attempts to make 
a common approach to the joint effort that Mr Wallace advo- 
cates: the conference on a world trade organisation, the allo- 
cation of European coal supplies, the world food conferences. 
And the Russian refusal to take part in them dates back to a 
time when Mr Byrnes was still being accused of trying to secure 
an agreement with Russia even, if need be, at British expense, 
when Mr Wallace was denouncing from New. York the im- 
perialism he saw in London, and when Britain was taking alone 
all the knocks in Indonesia and Greece. That was fifteen months 
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before the Truman Doctrine was announced to the world. 
Obviously nothing could be more welcome, nothing more likely 
to pacify Europe, than a joint effort of the Great Powers to 
carry through its reconstruction. And an American loan to 
Russia is the only quick device that might divert the Russians 
both from their insistence on reparations in goods from Ger- 
many and from their plans to mobilise the resources of eastern 
Europe to help the Five Year Plan. But one does not get loans 
by shaking the lender’s faith in the borrower; and this is what 
Mr Molotov has been doing these months past. Indeed he and 
his colleagues have done more; they have created the suspicion 
that Moscow regards the economic recovery of Europe west of 
the Elbe as against Russia’s interest. 

Let us take another of Mr Wallace’s specifics. He says that 
the way to overcome the present crisis in Russian relations with 
the West is for the United States to return to the principles of 
the United Nations. This means, he said in London, “an 
agreement on world control of atomic energy, and other 
weapons of war destruction, the internationalisation of strategic 
areas, including the Dardanelles, Suez Canal and Panama 
Canal.” How, precisely, would he overcome Mr Gromyko’s 
defence of national sovereignty in the debates on atomic control ? 
What would he do if he satisfied himself that Mr Gromyko’s 
instructions are to play for time? As for the Dardanelles, whose 
fault is it that nothing has come of the proposal made to the 
Russians two years ago that the Powers should meet with Turkey 
and revise the Montreux Convention? Was it not Moscow that 
pressed on the Turks in private negotiations last year the idea 
that the security of the Dardanelles should be guaranteed by 
the Black Sea Powers only—that is to say, by Russia, Turkey, 
and the satellite governments of Rumania and Bulgaria? What 
has this to do with internationalisation and the United Nations? 


* 


Then—to take a matter that seems trivial against the back- 
ground of strategic thinking and power politics that Mr Wallace 
detests—what would he say about the matter of the fifteen 
Russian women who are not allowed to leave their country 
and join their husbands in England? A progressive can nowa- 
days look over and beyond such things to the wider horizons 
and the overall blue-prints; there was a time when he would 
not have dared remain silent about such a piece of petty tyranny 
and heartlessness. It is the kind of symptom of national be- 
haviour that ordinary men and women pick out of a BBC 
news bulletin containing far more momentous news. How 
would Mr Wallace handle this problem? Would he try to 
drive a bargain on such a matter of principle? 

There is a good deal in Mr Wallace’s vocabulary and argu- 
mentation which recalls the worst days of the thirties in this 
country, when jargon, sentimentalism and wishful thinking ran 
riot. Typical is the argument that Communism “can only 
be ended when poverty and exploitation are no longer a part 
of democracy.” It is the argument Communists use in the com- 
pany of liberals; No-one will deny that Communism thrives 
where there is poverty and social injustice; but it is equally 
true that Communism thrives on men’s love of power, excite- 
ment and conspiracy. With his faith in the potentialities of 
all men, Mr Wallace overlooks, or deliberately ignores, what 
Hobbes four hundred years ago placed first among the factors 
to be reckoned with in politics: “a perpetual and restless 
desire of power after power, that ceaseth only in death.” This 
is the human characteristic which makes Communists conspire 
so efficiently; for the prize they aim at is complete—not shared 
~—power. Surely Mr Wallace’s hosts can explain to him that 
no one expects the Communists everywhere to give way to the 
Socialists and Radicals just because the latter promise “an 
international new deal.” And while Mr Wallace’s deal is being 
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prepared, who is to prevent the internal collapse of the countries _ 


in which Communists aim at complete power, whether for 
themselves alone or for Russian foreign policy? 

If Mr Wallace’s arguments are unacceptable, so is his flattery, 
He suggests that the world is agog to see how Britain will recon- 
cile planning and freedom. It is quite obviously not true; ig 
Europe Britain is living’on the prestige ieon dosing the:wes lil 
the curiosity there is about our prospects of remaining strong 
though socialised. As for Mr Wallace’s advice that Britain, 
should take up a position somewhere half-way between the: 
United States and Russia, that comes of bad observation and 
loose thinking. The British position is different from the 
American on many issues. But it cannot be half-way to the 
Russian. There are too many political, legal, economic and. 
social principles on which the American and British 
agree for such a manoeuvre to be performed by the British 
without sacrifice of faith and tradiion—and interest too. © 


* 


It is very unfortunate for Mr Wallace that the draft Russian 
suggestions for the revision of the treaty of alliance with Britain: 
should have become known during his visit. He has come here 
with the curious purpose of pushing Mr Attlee’s Britain away 
from Mr Truman’s America. That is precisely what? Mr 
Molotov would like to do too. But Mr Molotov is nota pro- 
gressive ; he is intensely interested in the present and very sore 
about the past. He believes in the United Nations only in fits 
and starts, and in international new deals not-at all. When Mr 
Marshall suggested the other day that the products of the terri- 
tories transferred from Germany to Poland should be used in 
the interests of Europe as a whole, Mr Molotov turned the idea 
down flat. The strategic thinking which Mr Wallace deplores, 
Mr Molotov takes for granted. While Mr Wallace is impatient 
for the new deal in his time, Mr Molotov waits with massive 
patience for his opponents to fall out among themselves. 

' Mr Wallace’s visit may do much harm. He will rally al 
those who think with their emotions. He -will encourage all 
those on the Left—and they are many—who do not think about 
foreign affairs at all, but merely wait to observe what the Right 
think, and then shout the opposite. In wider circles of the 
general public, the charm and impressiveness of his mannef, 
the striking resemblance of his radio technique to that of Mr 
J. B. Priestley—king of progressive broadcasters—and his past 
association with President Roosevelt and the social engineering 
of the New Deal will gain new supporters for the critics of 
Mr Bevin. The Foreign Secretary very honestly makes foreign 
policy sound difficult; Mr Wallace makes it sound easy, 
although he must know, from his own experience of affairs, 
that it is not easy. To pretend otherwise is to make a fool of 
the common man for whom he speaks. The people of France 
and of the other countries that he is visiting will be less ready 
to applaud uncritically the vision offered by this new world 
statesman. There they have longer memories, sharper eyes 
for the present, and cautious habits of thinking about the future; 
the editor of the New Republic focuses exclusively on the 

There is one point—and one point only—at which it is pos 
sible to reconcile Mr Wallace’s views and British interests. 
That is where he emphasises the urgent need for eventual 
American understanding with the Russians. That must be the 
objective of British, as well as of American, policy. But there 
is no-evidence that the Russians will come half-way. towards 
such an understanding until they are convinced that Mr 
Marshall—and Mr Bevin—are standing absolutely firm. That 
they cannot do without the support of Congress and the House 
of Commons. In trying to undermine this support Mr Wallace 
is doing a disservice to all three governments. aoe 
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‘The House ’’ 


HUNDRED years ago, a scandal at the Andover work- 

house, where the inmates fought each other for the gristle 
on bones, overthrew the Poor Law Commissioners and led to 
the establishment of a Poor Law Board with direct Ministeria! 
responsibility to Parhament. In the succeeding years, the 
harshest regulations for the administration of the werkhouses 
were gradually dropped, but the workhouse test remained— 
the relief of the able-bodied poor in workhouses had to be given 
under conditions inferior to those of the worst paid labourer 
outside. It was not until this century that major reforms took 


It so happens that two committees, one official and one 
unofficial, have recently thrown some light on conditions in 
the workhouses today, seventeen years after they were made the 
responsibility of the county and county borough councils and 
renamed public assistance institutions. Neither committee was 
concerned with the administration of the workhouses as such. 
One, the Curtis Committee, was investigating the care of 
children deprived of a normal home life, many of whom, at 
least in the first instance, are placed in institutions. The 
other, the Rowntree Committee, was appointed by the Nuffield 
Foundation to investigate the provision made for the care and 
comfort of old people, and in many places old people who can- 
not live independent lives in their own homes are entirely 
— on the local workhouse—by whatever name it is 
called. 

From the reports of these two committees it is possible to 
obtain a good picture of “ The House” as it exists today, for 
their comments and criticisms are very similar. The architec- 
ture, for the most part, is that of a hundred years ago, some- 
times imposing from the outside, sometimes gaunt and forbid- 
ding, but inside bare, dark and cheerless, with chocolate and 
buff paint predominating. The wards are long and narrow and 
May contain as many as a hundred beds, separated only by two 
feet or less. In the dayrooms, the wooden armchairs are placed 
along the wall in rows. There is no garden, only an asphalt 
courtyard. In this building may be housed “a motley collec- 
tion”’—an expression found in both reports—of the destitute: 
the aged, including the senile, the mentally defective, the 
epileptic, the blind, and the young—babies, with or without 
their mothers, and children up to fifteen years. “ One Nursery,” 
reported the Curtis Committee, 

which was structurally linked to the Public Assistance insti- 

tution, had sunk to the lowest level of child care which has 

come under our notice. There were 32 children on the register, 
eight of whom were sick children. These were being nursed 

in a small ward adjacent to the infirmary adult sick ward... . 

The smeli in this room was dreadful. . . . The healthy children 

Were housed in the ground floor corrugated hutment which had 

been once the old union casual ward. The day-room was large 

and bare and empty of all toys. The children .. . slept in 

another corrugated hutment in old broken black iron cots... . 

The children wore ankle length calico or flannelette frocks and 

Petticoats and had no knickers. .. . Most of them had lost their 

3 those who possessed shoes had either taken them off to 

— or were wearing them tied to their feet with dirty 
The Rowntree Committee described the profound apathy that is 
to be found among the old inmates of an institution, who are 
Usually to be found sitting along the wall “ waiting for the next 
meal or for bedtime.” In a few institutions they are required 
© Wear a distinctive uniform; in many more they are not allowed 
{0 retain those personal belongings to which old people cling 

as though they made up for lost friends and relatives. 
matron of one institution defended this restriction by the 


fact that if the old people were allowed to have private posses- 
sions, these would be stolen by the mentally deficient girls who 
Shared the accommodation with them. In a great many institu- 
tions, the regulations are often unnecessary and often harsh. 
Visiting is restticted. In one case, there was even a rule for- 
bidding the aged male and female residents to bé in the garden 
together—a relic perhaps of the poor law principles of 1834 
which laid down that man and wife must be separated in order 
to prevent the breeding of more paupers to become a burden 
on the rates. 

It should be strongly emphasised that the worst conditions 
revealed in the Curtis and Rowntree reports are not typical of 
the workhouse today. There are some cases where even the 
old building has been scrapped, and others where an enlightened 
master and matron have achieved wonders in the most 
unpromising surroundings. But the fact that such bad condi- 
tions can exist at all and that the average conditions are below 
what public opinion to-day considers desirable is enough to 
explain the unpopularity of “The House” throughout the 
country and the great dread of old people lest they should be 
compelled to end their days in it. 


Approaching their investigations from the viewpoint of what 
they considered desirable for the old and the young respectively, 
the Rowntree and Curtis Committees came to the conclusion 
that the main reason for the conditions they found was that the 
institution housed so many different classes of people. On 
behalf of old people, therefore, the Rowntree Committee asked 
for more classification and the transfer of all normal old people 
to small homes and hostels. This policy has already been 
adopted by many local authorities, but until there are enough 
homes to accommodate all who need them, the Rowntree Com- 
mittee recommended highly classified institutions of medium 
size—to accommodate up to 200 aged residents instead of the 
thousand or more that are sometimes found at present—in which 
the restrictions and institutional atmosphere would be at a 
minimum, But it recognised that some old people are unsuit- 
able for life in small homes or even in classified imstitutions, 
and considered that there should still be some all-purpose 
institutions which would house the difficult unsociable oid 
petson who would not fit easily into the community life 
envisaged for the normal aged. : 

If the Curtis Committee’s recommendations are carried out, 
there should be no children in the institutions at all, except 
young babies with their mothers. But the future of “ The 
House” will be further influenced, and to an unpredictable 
extent, when the new social security measures come into force 
and in particular when the remnants of the poor law are trans- 
formed into national assistance and transferred to the Assistance 
Board. In the eyes of the public, it is the poor law authorities 
who are to blame for the lumping together under one roof of 
the destitute child, the mentally defective child andthe old 
and the senile, As poor law administrators are for ever pointing 
out, however, this position arises because of the failures of the 
other social services. The children over the age of three whom 
the Curtis Committee found to have been in some institutions 
for several months were there against the law, which only 
allows them to be retained in an institution as an emergency 
measure and for a period limited to six weeks. That they were 
kept longer was as likely to be the fault of the local education 
authority as of those in charge of the workhouse. Similarly, the 
mentally defective children were there because of a failure on 
the part of the mental deficiency authorities. The senile are 


574 
there, and the chronic sick, because the public health depart- 
ments refuse to accept them into their hospitals. How can the 
poor law authorities make conditions in their institutions invit- 
ing to the infirm old, who make up far the greater part of the 
inmates, when they are constantly having to shelter what they 
call the “ residuals ” of the other social services? 

As the master of a London institution recently pointed out, 
if the social services which in the course of the last fifty years 
have been carved out of the poor law had functioned efficiently, 
there would be no residuals inside or outside institutions. As 
it is, the poor law has become more and more the residuary 
legatee of the other services, and it is this fact, the fact that so 
many of its cases have been rejected by them because they do 
not exactly qualify for their help, that has made the poor law 
so universally unpopular. Yet are the number of residuals 
likely to diminish next year when the new social security is in 
full operation? Will the regional hospital authorines be able to 
provide accommodation for all the destitute lunatics new found 
in workhouses? Will the Assistance Board find shelter for the 
evicted and for the discharged prisoner? 

The conclusion seems inescapable that other social services 
will continue to need, at least ia the foreseeable future, what the 
master quoted above aptly described as “the statutory roof” 
provided under the poor law. Crippled children will be 
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brought up in special schools. What will happen to them, jf 
they cannot live at home, when they leave the scope of the 
education authority? The unmarried mother and her 
will for a brief time be accommodated by the hospital authority, 
What will happen to them after that? It is high time that the 
public realised just what is meant by the statutory obligat) 
to shelter the destitute which is imposed on the poor ‘ 
authorities and which was well summarised in last year’s report 
of the executive committee of the National Association. of 
Administrators of Local Government Establishments: __ 
Even in 1946 nothing but our establishments, apparently, 
can deal with emergency destitution or the new social problems 
arising from overcrowding. Our institutions—called upon jo 
service as EMS Hospitals, Rest Centres, Emergency Feedij 
Centres and to house vast stores, and yet to continue to m 
their normal obligations, during the war—now switch in peace 
to housing refugees and displaced persons, foreign servants, the 
homeless of all races, creeds and ages, our own ex-Service men, 
and still to pos up the loose ends of other services, the 
while caring for tens of thousands of chronic sick and the aged ; 
for while other doors are closed ours must remain open. 
Before the poor Jaw is abolished, in name if not in fact, the 
full force of that phrase—“ our doors must remain open”— 
should be appreciated, and recognition given to those who, for 
all the evils revealed in the Curtis and Rowntree reports, have 
provided the only truly comprehensive service that exists. 


The Conflict in China 


N. April 16th, President Chiang Kai-shek’s old friend, 

General Chang Chun, received appointment as Prime 
Minister of the Chinese Government. Two months and a half 
have passed since the United States Ambassador to China 
gave notice that his Government had decided to end its con- 
nection with the Committee of Three, of which General 
Marshall had been chairman, and which had been set up for 
the purpose of bringing about a settlement of China’s internal 
conflict. That notice was immediately followed by two closely 
related events: the replacement of Dr T. V. Soong as Prime 
Minister by Chiang Kai-shek himself and the launching of 
regular warfare against the Communists, who were declared 
to be in a state of “open rebellion ” against the Government. 

The military leaders in Nanking had for some time been 
urging that the deadlock in the negotiations between the Kuo- 
mintang and the Communists could only be resolved by force, 
that American mediation was merely tying the Government’s 
hands, and that the American loan dangled before the Govern- 
ment’s eyes as a reward for a peaceful settlement would be 
obtained at too high a price if it involved a renunciation of the 
legal Government’s right to suppress armed revolt. They felt, 
moreover, that their political position had been greatly streng- 
thened by the promulgation of a fairly liberal Constitution to 
replace tutelage by the Kuomintang party, and by the deals 
recently done with the Young China and Social Democrat 
minority parties ; economically, they already held large stocks 
of military supplies turned over to China from American wart- 
lime accumulations, even without the projected conditional 
credits, and they could reasonably expect that, if they were suc- 
cessful in forcible unification of most of the country—or alter- 
natively if they were in danger of defeat—the credits would in 
the end be forthcoming. These views appear to have been 
shared by the Generalissimo himself, who was anxious to be 
rid beth of the restraint of American mediation and of the 
humiliating reputation of being dependent on American support 
for his survival. ; 

With the bothersome American peace-makers out of the way, 
the Nanking generals have their chance of achieving decisive 
nailitary victory over the Communist armies. Their difficulty is 
to obtain any result which can be called decisive im warfare with 


a supple and elusive guerilla power in a Country of scanty com 
munications, where there is widespread popular sympathy for 
the rebels. They hope, nevertheless, to force the Communists 
out of certain areas where they seriously embarrass the Govem- 
ment’s authority in China as a whole, and to confine them in 
other areas, where they will be relatively harmless. The war is 
in fact going on in two separate regions—in Manchuria and in 
North China, especially in the coastal province of Shantung. The 
two regions are separated by a zone of Government control.en 
the line Tientsin-Peking-Kalgan-Tatung, though there is some 
Communist intercommunication across this zone. The regions 
also differ in their relation to the geographical framework of the 
Government’s authority. The latter is centred on the Lower 
Yangtse and is also established in the Peking-Tientsin area, in 
other important cities of North China, and in South Manchuria, 
The Communist-controlled area of North Manchuria is at the 
northern extremity of China, far from Nanking, and does not 
interrupt any communications, as the Government holds noth- 
ing beyond it. The Communist forces in Shantung, on the other 
hand, intercept the vitally important railway which links Peking 
and Tientsin with Nanking and also the lines running into the 
interior from the ports of Tsingtao and Haichow ; in addition, 
they are dangerously near to the capital and to the economic 
metropolis of Shanghai. For the Government, therefore, success 
in Shantung is much more important than success in Man- 
churia, The Communists appear to take the same view of the 
supreme strategic importance of Shantung, for they have not 
only infiltrated reinforcements by sea from Manchuria into 
Shantung in fishing boats and other small craft, but they seem 
to have depleted their forces in Shensi and Shansi to conce?- 
tate them in Shantung ; a consequence of this strategy has 
been the loss of their famous “ capital,” Yenan, which wis 
abandoned to Government troops early in March without serious 
resistance. Le 
Fighting has been going-on in Manchuria as well as in 

China, but it has been of an inconclusive character, and there ' 
some ground for believing that it has been complicated by 


claims to have repelled a Communist offensive against Chang: 
chun, but although the best-equipped Government divisions #t 
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supposed to be engaged on this front, there-does ngt.seemto 
have been much energy in pressing the much advertised advance 
on Harbin. There have been rumours of secret Nanking-Soviet 
talks about North Manchuria. This region, which forms a huge 
salient projecting northward into Siberia and through which 
runs the railway from Chita to Vladivostok, is the part of China 
in which Russia has long been, and is today, most interested, 
the region where the Soviet Government is least willing to see 
either full control by a non-Communist Chinese central govern- 
ment or the penetration of American capital associated with 
it. The Soviet Union, as a result of the secret treaty con- 
duded at Yalta with Britain and the United’ States and sub- 
sequently imposed on Ohina, has control (in nominal partner- 
ship with China) of the. principal Manchuria railways, but no 
rights of military occupation, without which the railways are 
always liable to ‘seizure. The next best thing to’ military 
gecupation being a “friendly” government, the Russians 
after the Japanese surrender gave a helping hand to the Com- 
munists in Manchuria. This was nearly effective in closing the 
whole territory to the Nanking forces, but when the latter, 
with the aid of American transport, forced their way in, they 
were allowed to advance north as far as Changchun without 
Russian intervention. It has been a matter for doubt, however, 
whether Russian restraint would stand the further advance of 
Chinese Government troops to Harbin, and it may be that, 





even if the Chinese Communists are defeated in North China— 
which is not yet by any means a foregone conclusion—a refuge 
for them will still be maintained under Soviet protection in 
North Manchuria. Without abandoning ultimate claims to full 
sovereignty up to its morthern frontiers, the Nanking Govern- 
ment would probably be well content for the time being if it 
could but remove Communist armed power from near the 
heart to the periphery of China. 
President Chiang. and. some of his close associates—though 
wot-all of them—are aware that the success of their policy is 
not Only a matter of military operations. Apart from factors 
of international diplomacy and public opinion abroad, the 
Government has to fight for political support within China 
and this means something more than a paper Constitution or 
grandiose paper plans for future economic construction. There 
have recently been some signs of a real effort to check official 
Corruption and to put an end to the fantastic regime of carpet- 
which. overwhelmed the liberated provinces after the 
of Japan. There has been some cleansing of the 
Augean stables, even if only with muddy Yangtse water. Poor 
Dr Tsiang, former Director-General of the Chinese National 
Relicf and Rehabilitation Administration (CNRRA), has been 
made a scapegoat for the sins of more exalted persons, and is 
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leaving-for the. United States to become a Professor of modern 
Chinese Jhistory, from: which exile he will no doubt in time 
be restored to favour, if the history he teaches is not too in- 
discreet. An Economic Supervisory Committee, doting under 
direct instructions from President Chiang, has made some 
spectacular moves against the illegal currency speculation 
which recently brought about a panic in business circles in 

i. .A committee of the People’s Political Council in- 
véstigating recent accidents on Chinese air lines has reported 
that the State-controlled civil aviation companies are “ im- 
properly equipped and badly managed and riddled with cor- 
ruption and delinquency.” 

This reforming zeal which now manifests itself—still, to be 

sure, within strict limits—may have been due in part to the 
desire to make a better showing in anticipation of American 
credits, in part to the desperate need of the Government to 
obtain, some .sort of financial stability after China’s prolonged 
orgy of inflation, but probably in part also toa purpose of, 
strengthening the ties of the Kuomintang with the sounder 
part of the commercial and industrial bourgeoisie. The 
Kuomintang was in its origin the party of the rising capitalist 
class which sought both protection against foreign “ im- 
perialist ” capital and an end to disorderly, inefficient and re- 
strictive “feudal” rule in China. But the Japanese invasion, 
overrunning all the most important urban centres of China, 
eclipsed the new bourgeoisie, and the Kuomintang in exile in 
the interior under war conditions fell under the domination of 
landowners and civil-and military officials who raked profit from 
monopoly trading. Since the end of the war, however, the 
bourgeois element has revived in Shanghai and elsewhere, and 
has shown. a lively discontent with official maladministration 
and racketeering, which have even been compared unfavour- 
ably with the conditions for private business in the Communist 
areas, 
.,Anti-Communism without the support of the capitalists is 
obviously a poor proposition, even in China, and there have 
been signs that the Kuomintang is seeking once more to base 
its policy on the bourgeoisie rather than on the landed gentry. 
Such an orientation would make it easier to carry out the 
minimum. of. agrarian reform necessary to enable the Kuo- 
mintang tO appease peasant antagonism. The Government 
recently decreed that in areas recovered from the Communists 
owners may reclaim confiscated lands, but only if they can 
produce. the proper title deeds, and that rents may not exceed 
one third of the crop—whereas rents of more than half are 
not uncommon in China. If the provision about title-deeds is 
strictly enforced, many owners may fail to regain their 
properties, though the principle of restitution will not be 
affected. 

Perhaps the Government’s strongest card, however, is a firm 
foreign policy. The Kuomintang flies the banner of nationalism 
and # comes nearest to rallying the Chinese nation under its 
leadership when it stands up for the dignity of China in the 
international field. The withdrawal of American marines and 
mediators has delivered the Government from a too obvious 
foreign patronage and it has certainly had the support of 
all politically conscious Chinese except the most fanatical 
Communists in its uncompromising protest against discussion 
of Chinese internal affairs by the Council of Foreign Ministers. 

A strong line has also been taken about measures of the 
Philippine Government discriminating against the Chinese 
community and, in Indonesia, where a number of Chinese 
residents have been victims of disorder, China has demanded 
special safety zones to be policed by an armed Chinese militia; 
the Dutch authorities are reported to have conceded this 
in principle. Such energy im protection of the “ Overseas 
Chinese” is evidence that civil war has not paralysed China 
as an international factor where important national interests are 
concerned. 
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NOTES OF 


A successful meeting between Mr Marshall and Mr Stalin 
has long looked like the one way of ending the Moscow dead- 
lock. It has now taken place, but one looks in vain for signs 
that it has done good. The Foreign Minisiers are indeed 
reported to have smiled on occasions, but only when their 
detailed arguments verged on absurdity, as they often do. Mr 
Molotov certainly did not smile at the American proposal for a 
four-Power pact to keep the Germans disarmed for twenty years 
or more ; in fact he grimly offered a re-draft of the pact which 
would make it guarantee almost everything the Russians want in 
the German peace settlement. This is scant courtesy to a very 
bold proposal to keep an American stake in Germany for a 
generation, which has been on offer for nearly a year. Perhaps 
Mr Molotov would rater see American influence out of Europe 
altogether. 

If that is the case, it would explain reports that the British 
Government are being asked by the Soviet Government to accept 
in the revised treaty of alliance a clause which, in certain circum- 
stances, could be used to detach British from American policy. 
The present treaty of 1942 by its seventh clause binds both 
parties “not to conclude any alliance and not to take part in 
any coalition directed against the other.” To rewrite this in a 
form which takes account of the inevitable—and desirable— 
association of British and American interests almost all over the 
world will clearly tax the ingenuity of Mr Vishinsky and Sir 
Maurice Peterson, If they cannot succeed, it would be better to 
postpone revision of the treaty until efforts have been made to 
reach a broader understanding between the Russians on the one 
hand, and the Americans and the British on the other—just as 
the Dunkirk pact would have been a more real document had 
Mr Bevin and M. Bidault agreed on the principles of their 
German and Western European policies beforehand. 

There is still a chance that some progress can be made on 
Austria. The Foreign Ministers have started working on their 
deputies’ report clause by clause, and if their deep differences 
over the Jugoslav territorial claims and the Russian claims to 
“ German assets ” in eastern Austria can be in any way mod_fied, 
there would be some chance of having a peace treaty ready for 
their next meeting. This looks like taking place in London later 
in the summer. 

As for German economic unity, agreement is as far off as ever. 
The Russians are reported to be interested in Mr Marshall’s 
tentative suggestion that if to concede a higher level of industry 
to the Germans means reducing the amcunt of capital equipment 
that goes to the Russians from the west, they should receive com- 
pensation from current production. In a conference that was 
intended from the first by all parties to be “tough” this is a 
dangerous sacrifice of principle ; it can only be made at British 
—as well as American—expense and Mr Bevin should have 
nothing to do with it. The choice is quite clearly between a 
European and a selfish approach to the contro] of the German 
economy ; so long as the Russians show no interest in the former 
there can be no profit in discussing the latter. 


* * * 


Mr Molotov Misses a Trick 


Tt is difficult: not to believe that secret diplomacy would 
have made a better job than public diplomacy of the differences 
that have arisen in Moscow over the western frontier of Poland. 
Mr Marshall’s proposals of April oth, if studied in detail, reveal 
an opportunity for a deal which might have given to the Russians 
much of what they want in the Ruhr and to the Poles a settle- 
ment which future generations of Englishmen and Americans 
would have been prepared to defend with clear consciences against 
German agitation. M. Modzelewski, the Polish Foreign Minister, 
says that Mr Marshall demanded the revision of the provisional 
fronter drawn at Potsdam. He did not. He asked that the 
revision of the pre-war frontier should be studied by an inter- 
national boundary commission with two objects in view: to 
give the Poles fair compensation for the territories in the east 
ceded to the Soviet Union and to ensure that such raw materials 
and heavy industry in the ceded territories “as are vital to the 
European economy shall fairly serve that need, including par- 
ticularly the nezd of Poland.” Mr Marshall asked for a settle- 
ment that “should be in the interest of Europe as a whole”; 
new frontiers must not be barriers to the “healthful and accus- 
tomed flow of trade and commerce and human intercourse.” 
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THE WEEK 


Mr Molotoy’s rejection of the proposal was flat; yet a few 
minutes earlier he had objected to the French proposals for 
separating the Rhineland and the Ruhr from Germany on the 
grounds that it would be “a policy of dismembering 
and abolishing her as an independent state,” which would play 
into the hands of “ German irredentists.” He could surely have 
avoided such crass incensistency and left the door open for some 
arrangement based on Mi Bevin’s often repeated offer to discuss 
a special régime for the Ruhr if a similar régime ig considered 
for Upper Silesia. 

The Poles appear to admit that the “final delimitation of the 
frontier” is a task for the peace conference, but to argue that 
the process will be formal and perfunctory. ¢ rate at which 
their people have resettled “ the recovered territories” js give 
as an argument for the justice of the rough line drawn at Potsdam, 
They add that they have already invested $600 million in the 
area; that the Germans could increase agricultural production 
to make good the loss of its food; and that Mr Bevin said at 
Potsdam that when the British give something they give ir for 
ever. : 

On simple moral grounds the settlement is indefensible, as the 
Poles may one day find 10 their cost. Ir is also bad politics. As 
no one has seriously suggested depriving them of the territories 
in dispute, they would do well to cease the outcry against their 
wartime ally and consider whether in the years to come they 
cannot do something to guarantee to Germany some of the food 
supplies it will need. They are already claiming that they will 
have food for export in 1949. ~ 


+ a * 


A Fancy Coal Target 


Response to pressure seems to be the watchword of the 
Government at present, A fortnight ago it was on conscription: 
this time it is on coal. Mr Shinwell has now revised his coal 
target from 200 million to 220 million tons for the current year, 
and this revision, given in two speeches last Saturday, comes 
so pat after the Trades Union Congress’s criticism of the White 
Paper’s coal target that it is impossible to avoid connecting the 
two. é 

If Mr Shiuwell really believes that the extra 20 million tons 
can be produced, no news could be more welcome, for that “ sub- 
merged tenth,” if it could be brought to the surface, could trans- 
form the whole face of the country’s economy. The trouble is 
that Mr Shinwell gave no adequate reason for altering the target 
figure, and since its original publication the course of the fuel crisis 
and statements by Sir Stafford Cripps indicate that the 200 
million tons is an outside rather than a minimum target. There 
is, indeed, no harm in exhorting the miners to greater efforts. 
And it is possible that the extra 20 million toms could be forth- 
coming if the miners on their side were all prepared to work the 
full five-day week and to co-operate wholeheartedly in any changes 
and reorganisation necessary to increase output, and if the Coal 
Board were itself ready to put these changes into effect. But 
these are two big “ifs,” whose fulfilment is unlikely. In any case 
Mr Shinwell, from his Ministry, cannot do more than exhort, for 
he is not managing the industry. 

It is, however, nearly time for the Coal Board to provide the 
public with more information about its plans for increasing Out 
put. Until it works out an efficient system for planning. us 
development work and evaluating the effects of both the short 
and long-term plans it is, presumably, making, future estimates 
of output can only be based on part performance, and on 
basis there is little prospect of achieving even the 200 
target. No-one can yet predict the effects of the five-day week, 
but certain reliable forecasts should soon be possible if the Board 
is setting about its work properly: if mining machinery and 
supplies are being efficiently ordered and allocated, their effects 
should be predictable ; if there are plans for closing i 
pits and transfering labour to adjacent ones where costs of pie 
duction are lower, certain results must be expected ; since new 
recruitment can have little effect on production for six months 
ahead, and output cannot therefore be expected to rise imme 
diately, it is no use implying, as Mr Shinwell did, that the te 
sults of the intake will have substantial results this year. : 

The Coal Board is very new, and it would be unfair to expect 
prodigies of planning at once. But no estimates of future output 
can ignore these factors, and if the target is to be revised, it shoul 
be done as the result of reliable statistics and forecasts of 
kind and not of Ministerial face-saving or fancy. 
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Dockyard Politics ’ 


The apparently successful restriction of a possibly devastat- 
ing national dock strike to its point of origin is a feather in the 


cap of the Transport and General Workers Union. But until the 


Glasgow stoppage is cleared up, one cannot feel altogether easy. 
At the back of this stoppage lies an economic point of some 
interest: the dispute is not over hours, wages or conditions, but 
over planning and is between the planners—represented by the 
Workers’ Joint Council Fact Finding Committee—and the non- 
planners, the members of the Scottish TGWU. Some cight 
months ago this Fact Finding Committee, after examining the 
position at the port of Glasgow, unanimously agreed that the 
current labour force was too big and should, in order to ensure 
de-casualisation, be reduced by some 500 men. The Scottish 
Union disagreed, insisting that the entire force be retained on 
strength. After several months of fruitless discussions, the port 
authorities acted without union concurrence and dismisssed 500 
men. The dockers then struck. Such are the bare facts. 

The principles at stake are curiously intermingled. There is 
the relationship, never very cordial, between the TGWU and 
its Scottish affiliate ; the flaws in this relationship have in this 
instance stultified the activities of the National Joint Council ; 
from this the lesson should perhaps be drawn that the Council 
is both insufficiently joint and inadequately national. The rela- 
tion between unions and their constitutents is important in every 
type of dispute, but in this particular dispute it raises an unusual 
jssue—the question of who, in any given undertaking, shall decide 
on labour intake and outgo. Traditionally, the employer’s right 
to hire and fire has been limited only by apprenticeship regula- 
tions and provisions against victimisation ; but in a deliberate 
once-for-all move to squeeze the surplus out of an immemorially 
overmanned labour force, even the most intransigent economic 
royalist could hardly deny organised labour a say. But it is 
one thing to have a say, quite another to insist on dictation— 
a motion that the country is bound to carry. 

To say this is not to claim that the Glasgow Port Authorities 
have acted, in their selection of the 500 redundant men, with 
perfect justice and complete economic justification. There was 
plenty of room for union co-operation and championship of their 
members’ interests. On what principle were “the redundants ” 
to be chosen? What, if anything, was done for them in the way 
of resettlement? As to the first point, the only dispute is whether 
there was perfect adherence to a cut and: dried semority rule— 
a principle even more idiotic economically in the docks industry 
than elsewhere; as to the second, no information whatever is 
forthcoming. The Scottish TGWU would have been better 
occupied in dealing constructively with these questions, particu- 
larly the latter, than in a blank refusal to face the ascertained 
facts of de-casualisation, As it is, they have allowed the workers’ 
case to go by default. 


* * * 


Tourist Trade 


A heated debate rages round the tourist trade. The Auto- 
mobile Association reports that foreign visitors are being explicitly 
warned off because of the lack of any special provision of petrol 
for tourists, and draws distressing pictures of the British holiday- 
maker crowded out of his seaside lodgings by the influx of 
foreigners ; while the Caterers Association, alleging a fatal shortage 
of crockery, napery and food, prophesies that any visitors who do 
come will retreat disgusted, never return, warn their friends 
against this island and remain its life-long ill-wishers. 

Optimism, for contrast, offers golden prospects: 150,000 
tourists, more than half of them from the hardest of hard currency 
areas, bring, on a conservative estimate, between $800 and $900 
apiece to restore the sagging balance of payments—a sum of which 
not more than 10 per cent need be ranked as a re-export of im- 
ported commodities. Is it possible to strike a balance? 

Warnings or no warnings, Great Britain will get this year as 
many visitors as the passenger fleet plying to her shores can carry. 
Whether those visitors stay or flounce disgusted off is another 
question. That they should stay is, with all due respect to the 
needs of the British holiday-makers, eminently desirable. They 
will not further crowd out Blackpool or Mr Butlin’s—have they 
hot got Coney Island? “They are far more likely to go where 
Comparatively few British families go—round historic Britain, 
looking at the face of the land. ‘The hopelessly insular American 

-maker, who is the soul mate of the traditional British 
tourist with his insistence on the precise ritual for afternoon tea, 
Will stay at home ; his own continent offers abundant playgrounds 
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complete with. Coca-Cola and fifty kinds of sandwich. Those with 
a normal endowment of imagination and willingness to experiment 
will, as Mr Tom Johnston pointed out: “Come here prepared 
to find less of comfort though more of interest than at home.” It 
1s fo smoothing and making pleasant their travel that public and 
Private efforts should be directed, rather than to vain attempts 
to compete with either Palm Beach or the Bois de Boulogne. 

alternatives to mek and obsequiousness need not be 
squalor and bad manners. Certainly the pinch-penny refusal to 
make extra petrol available to tourists has nothing to commend it, 
unless one is to admit the implied solicitude for the feelings of the 
native and unprivileged motorist. Beyond this, far more effective 
than an extra shilling on the permissible price of -meals or 
toleration of the continental-style Black Market, would be an 
extension of such work as is being carried on by the British Travel 
Association with its attractively presented information and its 
constant pressure to raise the standard of hospitality. An in- 
telligently run tourist information centre in every town with a 
substantial tourist trade would be more valued than fresh uphol- 
stery in railway carriages; a nation-wide hote!-clearing system 
enabling every traveller to find out. quickly where accommodation 
was available would be worth as much as half-a-dozen new hotels. 
Success in inducing the Ministry of Labour so far to relax its 
muscie-bound xenophobia as to allow a few competent European 
chefs in to succour the tourist industry in its hour of trial would 
probably be equivalent to a 10 per cent increase in the ration. 
However uncongenial the idea may seem to the Caterers Associa- 
tion, it is intelligence and imagination, rather than impossible 
—— to luxury, which are most needed in the tourist trade 
to-day. 


* * * 


Prospects of Trade with Russia 


The breakdown of the political negotiations in Moscow’ is 
apparently being followed by an attempt to improve trade between 
Russia and the western countries. Next week a British Trade 
Mission is going to Moscow ; and Mr Marshall is reported to 
have discussed with Mr Stalin the settlement of Lend-Lease 
accounts and trade between Russia and the United States. 
Mutatis mutandis, the situation is somewhat similar to that which 
prevailed in the early twenties, when the western countries and 
Russia began resuming business links across a chasm created by 
ideological antagonism. At a recent. press conference, Mr 
Vyshinsky stated that “the success of the Soviet plan for recon- 
struction .of their devastated areas within.six.or seven years 
depended on their receiving goods from current production.” 
So, logically, the disagreement over reparations from Germany 
ought perhaps to impel the Soviet Government to devote more 
attention than hitherto to the development of foreign trade. But 
the present atmosphere of mutual suspicion and rising hostility 
that is making agreement on the German economy so difficult as 
to seem almost impossible, may not be very conducive to trade 
either. 

Mr Vyshinsky’s statement on the need for Rrssia to draw on 
foreign resources for its own reconstruction reflects what is 
perhaps the central dilemma of Soviet economic policy after the 
wat. The pre-war-.Five-Year Plans, especially the second and 
the third, were based on the principle of complete self-sufficiency. 
In the thirties, Russia’s share in world trade was below 1 per 
cent. The force of circumstances has tended to compel the 
planners of Soviet economy to depart from that policy: self-suffi- 
ciency now would spell grievous delays in reconstruction and 
prolong destitution over vast areas. In the last two years that 
departure has taken the form of a “ mobilisation” for Russian 
reconstruction of the resources of eastern Europe, i i 
eastern Germany. Quite apart from reparations, the compensa- 
tory trade between Russia and eastern Europe has raised Russia’s 
share in a reduced volume of world trade to much above the pre- 
war level. 

Trade with the countries of eastern Europe alone, however acivan- 
tageous in many respects, is not enough for Russia’s needs, since 
her most pressing need is for capital goods and mechanical equip- 
ment, which are not produced by them. Until quite recently this 
fact was masked by the flow of dismantled industrial equipment to 
Russia ; but its meaning becomes doubly important now. “More- 
over, the countries of eastern Europe cannot easily sever their old 
links with world economy and adjust themselves to a scheme of 
regional autarky for Russia and themselves. Czechoslovukia 
and Poland, for instance, are in different degrees dependent on 
trade with the west ; and to the extent to which they must export 
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their goods to western countries their resources are denied to 
Russia. 
* 


The two years during which Russia was able to draw on the 
resources of eastern Europe have helped her to tide over a very 
difficult period, in which the chances of her trade with the western 
countries were in any case practically nil. In the sellers’ market of 
these years Russia would have been able to appear only as a buyer, 
with no commercial bargaining power whatsoever. Reports on 
the state of the western markets and forecasts of trends in the 
near future must now be eagerly studied in the Soviet Ministry 
of Foreign Trade. Is the sellers’ market beginning to shrink? 
Is the buyers’ market beginning to cast its shadow ahead? These 
sre the questions that are probably uppermost in the minds of 
those in charge of Soviet trade policy. They are probably anxious 
to time their appearance on western markets just for the moment 
when the tide of trade will be turning. If this guess is correct, 
then the forthcoming trade negotiations will not yield any quick 
and spectacular results; they will rather be used by the Soviet 
negotiators for testing the temper of the western business world. 


* x x 


Italians for Reconstruction 


The first Italian foundry workers for Britain left Milan on 
Tuesday. These swallows do not make a summer, for less than 
1,000 are likely to arrive this year. France, Belgium and Argen- 
tina have been doing things on a much bolder scale. The Italian 
agreement with Belgium of last June provides for the emigration 
of 50,000 workers (as far as possible miners) in yearly or two- 
yearly contracts, and the Italian Government will receive badly 
needed coal at the rate of 3,000 tons a month for every 1,000 
Italian miners at work in Belgium. Over 20,000 are already at 
work. 

The French agreement signed on March 21st is intended to bring 
200,000 Italians across the frontier before the end of 1947; they 
should arrive at the rate of 17,000 a month and should provide 
30,000 for training as miners, 70,000 for the countryside, and the 
rest for building, heavy industry and other essential occupations. 
For each working day of an Italian miner his government will 
receive from France 150 kg. (nearly 3 cwt.) of coal. The Argentine 
Government are thinking in terms of 60,000 immigrants a year 
for five years ; they will pay the passages of immigrants, give each 
a two-year contract and give them the same protection as their 
own workers. 

The terms offered in each case até generous. The Italians in 
Belgium, for example, receive the same wages and social assistance 
benefits as Belgian workers, as well as normal family allowances. 
They may remit to Italy as much of their savings as they wish. 
Argentina has also agreed to unrestricted remittances back to Italy, 
where these contributions from emigrants used—in the late 
*twenties—to produce some 2,000 million lire a year towards a 
healthy Italian balance of payments. 

Italy has many emigrants to spare, for the old problem of over- 
population has reappeared. The African colonies provide no out- 
Jet now ; agriculture has absorbed all the labour it can, and the 
revival of industrial employment is restricted by shortages of raw 
materials. Last year the number of unemployed had risen to 
over 2,000,000. It still seems that the British Government could 
take more advantage of this situation; there are good political as 
well as economic reasons for overcoming the opposition of the 
trade unions. 


x * * 


Platform for Propaganda 


In December, 1944, on the initiative of the Foreign Office, an 
interdepartmental commission was created under the chairman- 
ship of Lord Scarbrough “to examine the facilities offered - by 
universities and other educational institutions in Great Britain for 
the study of Oriental, Slavonic, East European and African 
languages and culture, to consider what advantage is being taken 
of these facilities and to formulate recommendations for their 
improvement.” The various sub-committees of the commission 
heard a great deal of evidence from all interested quarters and 
the final report which has just been published is a most interest- 
ing and stimulating document. It recogniseg that our foreign 
trade and i era ever 
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basis of academic study is indispensable not only for these engg 


but for the prestige abroad which accrues from. distinguished 
scholarship. : a 
In making practical recommendations the report takes . 


of the fact that in the past very little regular provision nas a 
made in higher education in this country for the studies under. 


review and that they have been left for the most part to 


with private means or 10 consuls, civil servants or missionaries. 19: 


pursue in their spare time. The report considers that this hap. 
hazard private enterprise is no longer sufficient for cont 
needs and proposes a scheme for government subsidies and at 
the same time a certain division of labour between different univer. 
sities and institutes whereby specialisation will be regulated. This 
is an innovation in the Government’s attitude in such matters, at 
least in the field of the humanities, as it has hitherto been the 
practice of the University Grants Committee to allot funds in 
response to initiatives from the universities ; here funds are recom. 
mended for a detailed plan which the Government—or at least 
Whitehall—wishes to see carried out by academic bodies. 


* 


The most striking merit of the Report is that, in spite of its 
concern with practical affairs, it does not concentrate its attention 
on short language courses, but is anxious to promote serious 
literary, historical and sociological studies over the whole field, 
This official respect for intellectual standards makes it all. the 
more deplorable that one of the institutions of which most is 
expected in the Report should be at the moment in the public 
eye, not as a place of learning, but as.a platform for a piece of 
highly fraudulent political propaganda. The exhibition of Poland’s 
western territories being held at the School of Slavonic Studies, 
and opened by a member of its Council, is part of an official Polish 
attempt to deny the plain fact that the Oder-Neisse frontier was 
given to Poland only as a compensation for the Soviet. annexation .of 
the eastern provinces and to put across entirely untenable ethnic 
claims. The Polish Government has the right to conduct any 
publicity it pleases in this country through its own agencies, 
but it is extremely undesirable that academic institutions here 
should be identified with this kind of propaganda, which can only 
“are to discredit them as homes of serious and disinterested 
study. 


* x = 


The Right to Arrest 


_ The decision of the Court of Appeal in the case of Leachinsky 
v. Christie and Others, noted in The Economist on January 16, 
1946, has now been affirmed by the House of Lords. The sub- 
stance of the case was a claim for false imprisonment made by 
a Liverpoo! merchant against two police constables of the Liver- 
pool Police Force, and the main allegation against the police 
officers was that they arrested the plaintiff on a charge under a 
Jocal Act which did not give them an actual right to arrest with- 
Out a magistrate’s warrant. The case is of considerable constitu- 
tional importance, in that it embodies a full consideration of what 
are the rights of the police, and of private persons, to make arrests 
without a magistrate’s warrant, and conversely what are the limita- 
tions on the right of every man to go unimpeded where no magis- 
trate has ordered his arrest. In the House of Lords Viscount 
Simon epitomised the existing law in the form of certain proposi- 
tions, of which the most important are: if a policeman arrests 4 
man without a warrant he must in ordinary circumstances inform 
the man arrested of the true grounds of his arrest; he is not 
entitled to keep the reasons to himself or to give untrue ones ; 
if he fails in this duty then, save for certain exceptions, the 
arrested man has the right to sue for false imprisonment ; 
nical or formal language is not necessary when saying why the 
arrest was made, nor is it necessary to inform the arrested man 
if in fact he knows from other circumstances the nature of the 
charge against him; finally, the requirement of telling the 
arrested man is waived if he, the afrested man, puts it out of the 
power of the policeman to tell him, for example, by resisting. — 
The complexity of the general body of laws required to be 
known by a police office: may sometimes strike a spark 
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Petition from Bermuda 


Uneasiness has ‘long been felt over ‘conditions in ‘Bermuda, 
which was outside the scope of the West India Royal Commission 
of 1938-39. Bermuda boasts a centuries-old constitution’ which 
gives it representative government. But whom does its parliament 
represent? Last November, a petition was presented to the 
Secretary of State from the Bermuda Workers’ Association, which 
draws attention to the extremely narrow parli franchise 
end to the property qualifications required for membership of 
the House of Assembly. As a result of this oligarchy, the peti- 
tioners claim, the general body of the people remain depressed 
and poverty-stricken. The social services pass them by. Trade 
union activities have only recently been legalised and the trade 
union legislation is still far below what is recognised as desirable 
elsewhere. 


The Governor’s comments on the petition are very unfortunaie. 
He is, presumably, right in declaring that it :s not backed 
by the people of Bermuda, and that he has never seen a coloured 
population “ so well dressed, well fed or well housed as it is in 
Bermuda "—in view of conditions elsewhere, that does not mean 
very much. But the tone of the despatch reveals, if not a reaction- 
ary attitude, at least one that seems far from realising the currents 
that are moving in dependent territories to-day The Governor 
defends the constitution as “a system which has withstood the 
test of time and has brought prosperity and, by and large, con- 
tentment to the Colony as a whole.” The franchise should be 
extended, but only gradually in accordance with “the growth of 
political mindedness of the masses” which “can only develop 
if the people are carefully educated in their responsibilities as 
citizens »—and he later defends the, présent educational system 
which does not even give free primary education.~ He is in 
favour of the introduction of direct taxation—at present, the great 
bulk of the colony’s revenue comes from customs duties, a system 
which bears very severely on the less wealthy section of the 
population—but dare not guess what the fate of the income tax 
Bill, at present before the House of Assembly, will be. If it is 
turned down, it will surely not be a good advertisement for the 
present system of government. 


The Secretary of State’s reply to this despatch (all of which is 
included in a White Paper (Cmd. 7093)) is an implied rebuke 
to the Governor. He does not agree, yet, to the Royal Com- 
mission requested by the petitioners. But he makes it very clear 
that he considers that they have a good case, and he asks the 
Bermuda legislature to give special attention to their grievances, 
in particular to the labour legislation, the franchise and. the fiscal 
system. If its deliberations do not produce far-reaching reforms, 
there is a strong hint that a Royal Commission will be appointed. 


* * * 


Who Controls in the Air ? 


A. statement issued .by the Air Ministry on. April 13th 
announced that pending the establishment of a world-wide air 
traffic control organisation, an air traffic control service had been 
established within the framework of the RAF Commands at home 
and overseas for all aircraft on British routes. In this way a 
beginning would be made in creating the single unified national 
control organisation which the international system envisaged by 
the International Civil Aviation Organisation. presupposes. At 
the same time, “ air” traffic control procedures for both civil and 
military aircraft will become standardised, as far as possible, on 
all Imperial routes.” 


The statement is far from clear. It seems to imply that for a 
transitional period at any rate the RAF will be responsible for 
controlling aircraft on British routes. If so, it is to be hoped that 
the Control Officer will be given more responsibility and more 
‘quipment for proper control than disquieting reports now in- 
dicate he has. What exactly are the defects in the present system 
Which have led to its modification it is difficult to say. Bur the 
inadequate powers of the Control Officer must surely be one of 
the gravest. That one of the main wartime lessons of the RAF 
should be disregarded is surprising. It may. be due to the pro- 
Vision of inadequate facilities—but this should not affect the prin- 
Ciple. Radar, for example, is hardly used in civilian flying either 
M the aircraft or on the ground. And the efficacy of control at any 
but a local range depends largely on the navigator’s dead reckon- 
ing and estimated times of arrival and departure. This method, 
‘f course, works quite well. But there are better methods, and 
it is to. be hoped. that the “ standardisation of air traffic. control 
Procedures ” will lead to their adoption 
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Film Quiz 

_ The Granada circuit of cinemas, an independent ‘circuit of 
which Mr Sidney Bernstein is head, has at intervals since 1927 
obtained from its patrons replies to a questionnaire designed to 
extract their views on cinemas, films, stars and producers, In 
December last, after a break of nine years, the practice was re- 
sumed and the results are now available: As well as facts of only 
transitory interest they also contain considerable material for those 
concerned with how the public use their leisure and the influences 
that make them prefer one amusement agency to another, 

As might have been expected, the popular opinion of British 
films has risen considerably. Ninety-six per cent of those replying 
thought thai British films hed improved since 1939; only 26 per 
cent thought that American films had done so. The results. will 
be a disappointment to those who thought that the general public 
were gradually coming to like the shorter educational film, About 
half the replies said that they liked cartoons and news magazines 
“very much.” Only ro per cent disliked cartoons very much. 
On the other hand only 18 per cent liked films on “ social de- 
velopments” very much, and 37 per cent disliked them equally 
strongly. Short films on animal life exceed in popularity those 
on science, and the justifiable comment of the report is. that. the 
dislike for science and social development topics is comparable 
with the dislike felt for horror films in the main feature class 
(perhaps social development suffers from an assdciation of ideas?). 
Short Government films, such as those on food or health, generally 
leavea feeling of indifference. 

On reasons for going to the cinema at all, 21 per cent ; » to the 
cinema only to see a particular film, 15 per cent go to a particular 
cinema whatever the film, and the middle group, 49 per cent, go to 
cinemas cegularly but exercise such choice in films as is possible 
locally. Finally, of those who go regularly to a particular cinema, 
31 per cent go because it is the most comfortable. Perhaps the best 
conclusions to draw from the report are that the commercial 
cinema is still a branch of the entertainment industry, not of 
the educational world, and that the wise proprietor should never 
forget that one in three of his regular customers will still pay 
to come in and sleep rather than stay outside. 


* * * 


Bisected Korea 


The 38th parallel of latitude does not correspond to any 
geographical or ethnic division in the “Land of the Morning 
Calm,” as Korea used to be known for literary purposes. This 
mystical number which now dominates the lives of the Koreans 
was merely adopted by the United States and Soviet Governments 
for a line of demarcation between their respecuve armies which 
were to liberate Korea from the Japanese. But the line has now 
become a frontier dividing Korea into two parts and virtually 
preventing all contact or communication between them. North 
of the line the Russians have set up a Communist-controlled 
administration with its own social and economic policy ; in the 
south the Americans have been trying to create a democratic 
régime in accordance with their own ideas of what is politically 
right. By the Moscow agreement of December, 1945, Korea was 
to be placed under Four-Power trusteeship for five years in 
preparation for full independence and a Provisional Government 
was to be set up with participation of Korean “ democratic 
parties.” But an American-Soviet Commission created in March, 
1946, to arrange for the formation of the Provisional Government 
was deadlocked by Soviet insistence on a formula for defining 
“ democratic parties” which would have excluded all parties ex- 
cept the Communists and their close associates. The consequence 
is that there is still no common administration for the whole of 
Korea, and meanwhile the economy of the country is disrupted, 
for the bulk of the agricultural population is in the south, whereas 
the coal and hydro-electric resources are located in the north. 

Mr Marshall in a recent letter to Mr Molotov has asked for 
a fresh start in negotiations, but the prospects of agreement do 
not appear bright at the moment. The most serious feature of 
the situation is the allegation of the American authorities in Korea 
that a Communist-led Korean army is being recruited and trained 
in the Russian zone. If this is so, and if no armed forces are 
raised in the American zone, the effect of withdrawal of Allied 
forces at the end of the trusteeship period can only be a conquest 
of the defenceless south by the militarised north ; if, on the other 
hand, armies are built up in both zones, then the stage is set 
for civil war as soon as the Allied troops go—a civil war in which 
both the Great Powers will have interest and prestige at stake. 
A basic difficulty is that Korea is not an enemy, but a liberated, 
country, and therefore not subject to disarmament ; moreover, 
the long subjection of the Koreans to Japanese rule and their 
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lack of political, administrative or business experience would 
be adverse to the stability of an emerging independent state even 
uf their mighty sponsors were co-operating instead of opposing 
each other. 

+ * * 


Finland seeks a Government 


The resignation of Mr Pekkala’s Cabinet in Finland on 
April rrth is no occasion for surprise. Its position had seriously 
deteriorated in recent weeks. New Year hopes that some political 
tranquillity would be maintained as a result of such measures as 
the partial reduction of taxes rapidly dwindled. A series of strikes 
for higher wages stimulated the fissiparous tendencies of an in- 
creasingly uneasy coalition and progressively undermined the 
country’s confidence in its competence. On March 29th the 
Social Democrats, now regaining strength after their internal 
dissensions last summer, proposed to the Communists and the 
Agrarians that their three Parties should co-operate in forming 
a new Government to cope with what was now termed “the 
economic crisis.” On April rst the important Economic Council 
recommended to the Council of State that a comprehensive 
economic programme should be adepted with the prime aim ot 
stabilisation and that, as a first step, all strikes should be pro- 
hibited during April. 

The political implications of more vigorous measures than Mr 
Pekkala had been willing or able to adopt heightened the political 
tension. The Communists and their companions in the Demo- 


Letters to 


Development or Welfare ? 


Sir,—Your leading article of March 15th rightly underlines the 
fact that the impetus behind the East African Groundnut Scheme 
comes from our needs not from: those of the colonies concerned. 
If, as you assert, this is indeed the sort of economic planning that 
is needed to change the face of the colonial empire, the full im- 
plications of this and other aspects of the scheme must be faced. 

First as to the contribution the scheme may make in the 
immediate future to “development and welfare.” ‘Though it 
will no doubt increase the total productivity of the territories 
concerned, it is difficult to see how it can increase the productivity 
of the great mass of African farmers, except through its contribu- 
tions to reveriue ; and these can be made effective only through 
development and welfare projects that have nothing to do with 
the scheme. It no doubt represents a revolution in agricultural 
technique in East Africa—but not for the East African. Is not 
one of its most emphasised merits that it will not “interfere with 
the flow of labour to existing essential production” ? Tt cannot 
therefore add to the absorptive capacity of East Africa in propor- 
tion to its scale and to the capital resources engaged. 

Nor does it seem likely that the scheme can, in its technical 
and financial , serve as a model for the future develop- 
ment of African agriculture. To turn an unpopulated wilderness 
into a gigantic mechanised estate may be a relatively straight- 
forward problem of applied science and technology. But this 
approach will not work in a Kikuyu reserve—thc sort of area in 
which an agricultural revolution is most desperately needed, In 
fact the availability of these vast unpeopled lands is a sine qua 
non for the plan. Perhaps this underlies some of the enthusiasm 
that has greeted it. For once it is possible to carry through a 
huge agricultural development scheme without the risk of obstruc- 
tions rooted in the existing structure of a native economy. It 
would be interesting to learn how this sort of economic planning 
would be applied to Northern Nigeria, for exampie, where 
groundnuts are already a staple export crop 

Nor are the expectations, so tore. held, of the wider 
effects of the welfare services, etc., connected with the plan, very 
convincing. Is it anticipated that the “model centres ” will be 
copied by Native Authorities or the colonial governments? ‘That 
is not how social services spread in Africa—teast of all when 
they are expensive and form part of what, to the mass of the 
people, must appear as artificial and isolated 

tions. 

groundnut plan is primarily a large business enterprise 
albeit State financed and controlied. Let it be ed on its 
obvious merits as such, and gs a demonstration of applied 
science and’ technology can do, given favourable conditions and 
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cratic League approved more vigorous measures, but 
that a prohibition on strikes should be balanced by the sboupe 


of prices. Conservative opinion held that the real cause 
crisis was the inability of the Left to fise above party inten 
and co-operate in sound economic measures. The Social Der 
crats, encouraged by the similarity of the 
recom to ther own economic proposals, wo 
steadily for a new Government. But it was the Right-wing 
Agrarians who, when their proposals for strong measures were 
rejected, withdrew their four Ministers and broughr the Gone 
ment down. 

Unlike many political moves in Finland in recent month fi 
change of Government was due to entirely internal 
Communists played a smal! part, and that more critical 
hostile ; while the Russians, to judge from Mr Zhdanovy’s 
expression of satisfaction with the Pekkala Government 
his visit to Helsinki in February, probably prolonged its life, ig 
these very factors make more difficult the formation of a new 
Government that has a better chance of carrying out the more 
vigorous measures which conflict with party policies. The balance 
of strength in the Dist, where the Social Democrats have §0 Seats, 
the Democratic League 49, the Agrarians 49 and the Conserya- 
tives 28 out of a total of 200, makes some sort of coalition inev¥it- 
able. Yet the action of the Agrarians means they are cuntikely: to 
join it. A coalition between the Democratic League and the Social 
Democrats is feasible. The choice of Mr Tyomioja, a Liber! 
banker, to form a new Government, however, ae that the 
main parties will not now commit themse 


the kditor 


appropriate organisation. It is fallacious to think that ft can 
directly influence native farming either in techniques or in Social 
structure, unless, of course, the groundnut scheme gradually 
swallows the whole economy. It does not therefore materially 
alter the basic problems of policy in regard to development and 
welfare planning, if by this is meant immediate measures for 
raising the standard of life of the people of East a .—Yours 
faithfully, Fortes 
Institute of Social Anthropology, 1 Jowett Walk, Oxon’ 
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Imperial Preference 


Sir,—The review of Mr Ronald S. Russell’s book “ 
Preference,” appearing in your issue of April 12th, calls for one 
or two comments. Your reviewer makes the curious statement 
that the year of the greatest expansion of Empire trade, as far a 
the United Kingdom was concerned, was 1931 to 1932 and attri- 
butes this expansion mainly to the creation of the sterling bloc. 
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No one, of course, will deny that our departure from the gold 


standard had its effect, but the expansion to which your reviewer 
refers, while it might have been due to this cause, was not in fact 
of any substantial magnitude. The fourth quarter of 1931 com- 
pared with the first quarter showed £67 million in imports from 
the Empire, an increase of less than £5 million, and this figure 
was not reached again until the end of 1933. Exports to British 
countries declined throughout 1931, and continued to decline 
until the second quarter of 1932, finishing up the year {5,000,000 
fower than at the end of 1931. Even 1933 did not show a rise 
until the third quarter. The main improvement during 1931, in 
the matter of imports, accrued to foreign countries which showed 
a rise of about 19 per cent, but this disappeared very rapidly. 
Exports from foreign countries also showed a decline. 

The real improvement in trade between the United Kingdom 
and the ire did not take place until between 1933-34, when 
the Import Duties Act and the Ouawa Agreements Act had had 
time to take effect. That period showed an increase of £22 
million in imports, and the subsequent years £13, £48 and £73 
million respectively. Similarly, exports to the ire. in 1934 
showed an increase of £22 million over 1933, and the years that 
followed £19, £12 and £35 million respectively. Surely this dis- 
poses of the contention that the establishment of the sterling area 
was the main factor in Empire trade expansion. _ Incidentally, it 
might be added that no responsible person nowadays would dream 
of assuming that the Empire could become a completely self- 
contained economic unit, or wishes it. It is, however, upon the 
basis of Empire trade that the United Kingdom at least, and prob- 
ably every single unit in the Empire, must build its foreign trade. 

I was much interested in your reviewer’s reference to the grant 
by Canada of unilateral preference to British goods. This step, of 
course, was based upon sound economic calculations, but if your 
reviewer had been, as I was, living in Canada in 1911 he would 
have realised that altruism and sentiment both played their part, 
and a part too large to be ignored. In that year the Canadian 
Government went to the country on the issue of what was known 
as “Reciprocity,” which meant that they proposed to swing 
Canadian trade in the direction of the United States and away 
from Great Britain. The party suggesting it was swept out of 
office. That was no economic decision.—Yours faithfully, 

W. A. WeLLs 

Empire Trade Association, 9 Victoria Street, S.W.1 


{{t is inadvisable, when discussing the effects of imperial preference 
on Empire trade, to use absolute figures. To show that British trade 
with Empire countries increased by so many million pounds sterling 
each year is no argument in favour of imperial preference. These 
absolute increases may have been due, as indeed they were, to the 
general improvement in world economic conditions. ‘The important 

ide is the proportionate share of Empire countries. In 1931 the 

pire supplied 28.7 per cent of British imports; in 1932 this had 
sisen to 35.3 per cent, This was the largest single proportionate 
increase recorded in the period 1927-1938.—Eprror.] 


Census of Production 


Str,—Surely Dr Barna is rather naive if he accepts without 
question the statement of the Government’s statistical needs as set 
out in Chapter 6 of Cmd. 6527. After all, on April 1st this year 
they were convinced that the period of National Service must be 
18 months; but by April 3rd they had changed their minds. 
Governments are not infallible ; nor are White Papers. 

I agree with Dr Barna that more statistical information is 
desirable. My difference with him is that I do not think that we 
can, at this moment, afford the necessary manpower to compile and 
analyse further records. I suppose we must agree to differ, 

Our paramount need to-day is for more production. Filling in 
Oensus forms is not producing, I suggest that most people would 
prefer an incomplete picture of our economy and more goods than 
a complete picture and fewer goods. $ ; 

There is a further advantage in postponing the Census in that 
neither 1947 or 1948 are likely 10 be “ normal ” years, owing to fuel 
shortages. Any figures obtained would be distorted ; and inter- 
Ptetations of them would lose much of their value.—Yours 

ithfully, K. C. Stuart 

Corodale, 9 Elm Road, Sidcup, Kent 





Correspondents are asked to keep their letters as short 
a possible, and, in spite of paper shortage, to write on 
one side only. 
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Jewish Camps in Cyprus 


Sir,—t have read with much interest the report in your issue 
of April sth. Throughout this report the aaa * heateeeae m 
appears many times ; but not even once is it hinted that most 
of these so-called “ immigrants” are refugees, the desperate sur- 
vivors of Hitler’s concentration camps. 

Can it be said that these people are no longer refugees, no 
longer homeless and destitute, and therefore can be classed ag 
Ordinary immigrants?—Yours fai 


thfull . PopHoRzER 
26 Little Moor Hill, Smethwick, Stctlondelisies 


Planners and Politicians 


Sir,—I quote the following from your article on “ Planners and 
Politicians” in the March 29th issue of The Economist: 

“Will the Treasury, for example, concede anything’ of its 
monopoly of decision on financial matters: To do so would 
be a revolution in British methods of Government.” 

Would this, in matter of fact, be stich a revolution? 

y the time, before and after the Munich Crisis in 1938, 
I was Director of Aeronautical Production in the Air Ministry. 
Before the crisis we had to get prior Treasury approval for all 
plans for increasing production, whether these entailed building 
and equipping new factories; the supplying of machine tools to 
existing factories or the placing of educational orders for muni- 
tions. After the crisis, however, when it was quite obvious to 
many that war was inevitable, the position was altered and our 
powers to put plans for increased production into operation were 
greatly increased by delegated sanctions. 

In my experience the Treasury continued, after the crisis, to 
require detailed information, but they were entirely reasonable 
in their outlook and I cannot recall a single instance where they 
refused financial approval of plans.—Yours faithfully, 


H. A, P. Disney, Lieut.-Col. 
Uphangar, Chorley Wood, Herts 






From The Economist of 1847 


April 17, 1847 

We see the progress of knowledge in our own country, or 
in the whole of Europe, gradually knocking off the shackles 
of slavery—gradually overturning feudal ryranny.and shaking 
off debasing superstition—gradually setting commerce free, 
and extending it over many lands—gradually extinguishing 
Church tests and State cruelties—gradually abolishing in- 
tolerance and sanguinary laws—gradually increasing mutual 
services and mutual kindness, by an ever iucreasing depend- 
ence of man on man, as division of labour extends—we 
see it gradually inventing new arts, and gradually in- 
creasing the power of man over the material world, 
till he comes, as in the case of the newly discovered 
seolcaes of ether, almost to extinguish physical pain . . . 

at kind of progress we see everywhere, and perhaps at 
all times. Education, or the sedulously drilling of men into 
a fast adherence to the knowledge already acquired—the 
a them up to conform to the views or serve the pur- 
pose of the educators, we see in Paraguay. Education is, in 
such cases, all darkness and destruction—the progress of 
knowledge is all light, life, and happiness. But these two 
different and opposite things, when they approach each other, 
and education is directed to diffuse some little part of the 
knowledge continually gathered, are by many people con- 
founded and regarded as one .... 


* 

























The cost of the Great Western, making it, as the author 
says, a gentleman’s railway, has been so great that the 
directors cannot afford to attend to the wants of the wo” ing 
man. Hence it happens, notwithstanding the vast sp. . of 
its express trains, that the average speed of all its trains is 
less than on any other road. 


On an average of all the trains between London and 
Southampton the rate is 25.29 miles per hour; and on the 
London and North-Western, between London and Birming- 
ham, 24.27 miles per hour; the Great Western, between 
London and Bristol only attains 23.97 miles nee hour. 
Between London and Wolverton the average is 27.77 miles per 
hour; while from London to Swindon the rate is only 24.97, 
being a difference of nearly three miles an hour in favour of 
the narrow gauge of line. The secret of this undeniable con- 
clusion . . . lies in the trains at 12.9 miles an hour, which 
are provided by the Great Western managers in 
sating economy for these at 42 miles an. hour. 









compen- 


Unorthodox Colonial Views 


“On Governing Colonies."’ W. R. Crocker. Allen and 
Unwin. (1947.) 152 pages. Illustrated. 10s. 6d. — 


COLONEL CROcKER is Chief of the African Section of the Trustec- 
ship Department of Uno. For this reason alone his views on 
colonial affairs are of significance. Though his book is concerned 
with the West African dependencies of Britain, France and 
Belgium, a wide and varied experience of colonia] territories lies 
behind it. The result is @ somewhat unorthodox critique of 
colonial government as it actually works. ‘The interest of the book 
lies in the point of view. The facts used are mostly matters of 
common knowledge, given 2 new slant by their juxtaposition here. 

In considering colonial affairs the fundamental problem is that 
of introducing European civilisation to primitive peoples. The 
results depend on two sets of factors: the material, social and 
moral condition of the contemporary African peoples, on the one 
hand ; and the national semperament, the political and economic 
structure, and the traditional ideals of the governing powers on 
the other. African conditions may make what appear to be 
diametrically opposed British or French policies come to the 
same thing m practice, as, for example, in the “ bush” areas ; 
and national temperament may make apparently identical policies 
work out differently in practice, as, for instance, “Indirect Rule” 
in British and Belgiai territories., Comparison of the policies and 
achievements of the three Powers shows that all have made 
positive contributions, but. that.in every case some cherished 
beliefs do not stand close scrutiny, For example, the much- 
vaunted belief that there is less of a barrier between the French 
and their African subjecis. then between the British and theirs is 
shown to be false. 

On balance,. Colonel Crocker appears to conclude that the 
British approach holds out most hope for the future, though the 
Belgian has come out best on past performance. The Nigerian 
“ autonomists ” may be aspiring beyond their present capacities 
and-meoral qualities, but the goal of self-government, to be attained 
by building up from “Indirect Rule” on lines implied in the 
new Nigerian constitution, is the only worthwhile one. In the 
long rum the French policy of frenchification and centralisation 
will reap only hatred and -revolt. 

There is some plain speaking on subjects that are often dis- 
creetly overlooked, though widely known in West Africa. Such 
are the unscrupulous activities of some missionaries m British 
territories, and the ruthless coercion practised by the French in 
their war-time production drives. Colonel Crocker also pays a 
tribute to the West African Press, which, in spite. of immaturity 
and uncritical partisanship, has a decisive part to play in the 
social and political scene. The chief significance of . Colonel 
Crocker’s book lies in the fact that, though not orthodox, it is 
also not just a personal expression of opinion. It is a persuasive 
statement of the case for a policy advocated by a °small but 
influential group of officials and business men in West Africa. 


Patents 


“ Inventions, Patents and Monopoly.’’ By Peter Meinhardt. 
With a Foreword by James Mould. Stevens and Sons, 
(1946.) 352 pages. 25s. 


It is a tong way from the Statute of Monopolies of 1623 to the 
Second Interim Report of the Kenneth R. Swan Committee on 
the Patents and Designs Acts,’ published in April, 1946. The 
Patent Acts have been amended from time.to time, but Mr Mein- 
hardt asserts that fundamental changes in the scientific, technical 
and economic field have not in every respect been followed by 
corresponding changes in patent law. The author expects im- 
portant legal reforms to take place soon, and it is to these that 
he coven much painstaking work in this latest contribution to the 
pre . ee ; 

After explaining in a short introd chapter the functions 
and general characteristics of inventors inventions, he analyses 
in detail the British patent law and practice, the possible abuses 
of patent monopoly and the suggestions for.patent law reform. 
of the most interesting of his own recommendations is 
the suggestion that under a future Patent Act an application 
for the reconversion of a “full patent” into a “licence patent ” 
should be heard and decided by the Patent Court. If the future 
Patent Act does not distinguish between “full patents” and 
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“licence patents ”,an application for a compulsory licence under 
an ordinary patent should from the start be heard, not by the 
Comptroller of the Patent Office, but by the Patent Court, which 
in the view of the author should emerge from its present sepatate 
jurisdiction and should form part of the High Court of Justice, 


“The decision should . . . be entrusted to an independent 
judge and not be left in the hands of an executive official, such 
as the Comptroller, who is acting ‘under the superintendence and 
direction of the Board of Trade.’” 

Administrative, legal and judicial problems of this kind are 
dealt with by the author with authority and objectivity. But this 
cannot be said of the parts which deal with the purely economic 
and social aspects ot the matter. The author has in no way 
attempted to give a comprehensive picture of the m isti 
effects of patent legislation, and blindly adopts the claim of patent 
agents that cases of wrongful suppression of patented inven- 
tions are rare, if not almost non-existent. He evades the issue 
by saying that “we have not got the means of checking up 
whether and to what extent allegations brought forward from time 
to time in America about the wrongful suppression of inventions” 
are true. He does not tell his readers about the research done 
on this subject by J. Borkin and Charles A. Welsh in “ Germany's 
Master Plan” or by Gunter Reimann in “ Patents for Hitler,” 
who have carefully analysed official American documents; he 
does not mention the contributions of such outstanding authorities 
as Thurman Arnold or Wendell Berger. After a careful study of 
his book one is left with the sorry conclusion that a treatise dn 
the economics of patents is more needed than ever. 


Soviet Trade 


“Soviet Foreign Trade.’’ Alexander Baykov. 
University Press. London: 
pages and tables. Ils. 6d. 


Dr. BAYKOvV’S position is unassailable. He knows his facts better 
than any reviewer ; and it is impossible to criticise his views on 
policy, because he carefully avoids discussing them. Even his 
factual discussion reaches only to the point at which awkward 
questions begin to arise. z 
Just how, for example, are the political and economic factors 
which he enumerates weighed up together in the Ministry af 
Foreign Trade, and how do the results. differ from those. which 
might have been reached by free marketing plus the pressure of 
interests in a system like the British? Would not a more gradual 
adjustment of foreign trade in the late "twenties and early “thirties 
—that is, an adjustment brought about by mainly economic forces 
and not by political planning—have been of more service to the 
Soviet Union than the policy actually pursued? Was separate 
bargaining by different Soviet agencies in the same foreign markets 
in the early days of Soviet trade policy the disaster to Russian 
interests which it is now officially assumed to have been? What 
is the evidence for believing, as Dr Baykov apparently does, that 
the USSR will presently abandon its politically inspired. insistence 
that what can be made at home within reasonable time-limits 
ought to be made there, irrespective of cost? Was the allegedly 
legendary dumping by the Soviet Union in the late "twenties and 
early “thirties not in fact, on Dr Baykov’s evidence, a-case of 
appalling commercial incompetence and of unwillingness to adapt 
a political plan to the facts of the commercial situation? And was 
the inconvenience caused to other countries not almost as blame- 
worthy as if it had been due to deliberate malice? Was discrimi- 
nation against the Soviet Union in credits and similar matters 
in the carly days entirely the fault of the reactionary West? And 
does recent experience in Eastern Europe suggest that the 
political and economic influence of the Soviet foreign tade 
monopoly on other countries will remain as small or innocuous 4 
Dr Baykov suggests? 
The reader must answer these questions for himself ; what ht 
will get from Dr Baykov is little more than a bare recital of facts 
—useful facts, certainly, especially for the historian, but facts 
whose barrenness destroys a cegrettably large part of their value. 


Princeton 
Geoffrey Cumberlege. 100 


* * * 


{ 


Correction—In the review of “Industrialisation of Latif 


America” Jast week the figure of 000 should have read 
$a billion = 3S : 
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FOR DEPENDABILITY 


back their beliefs 


TI, with confidence in Britain’s future, have staked six 
million pounds of their own resources on the belief that 
the country’s great reserves of technical skill and ‘know- 
how’ offer an effective answer to the difficulties ahead. 


The finest skill demands the best equipment, the most 
efficient processes. That is why Tl Companies are now 
tearing out and replacing old plant, reorganising produc- 
tion methods, acquiring new works, turning to account 
the lessons of the war. 

This wide programme of reconstruction has been planned 
as a coherent whole, each part fitting, jigsaw-like, into 
one picture. Its realisation will mean more TI products 
for the world markets, of TI standard, but at prices to 
meet Overseas competition on equal terms. 


Their plans are being pushed ahead with all energy in 
readiness for Britain's second D-Day, the passing of the 
Seller’s Market—which TI expect sooner than later. 

TI is a team of engineering industries which serve in more 
ways than may be realised. The component companies have 
made their own reputations in the fields of precision tubes, 
bicycles, electrical appliances and cables, wrought light 
alloys, pressure vessels, metal furniture and paints—the 


Tube Investments Ltd, 3 Grosvenor Square, London, W.1 


WHICH IS MORE ECONOMIC:~ 





-QUICK ASSEMBLY... 


Only five standardised vunits—the 
assembly is amazingly simple—unskilled 
labour suffices to build rigid bridges 
for foot, road or rail traffic. 

Some extremely interesting details of 
the many types of bridges made possible 
by this construction will be sent on 
application. 


BUTTERLEY B= 


STANDARD-UNIT BRIDGE 


A fleet of vans from different textile manufacturers serving the retail, 
or one van from the wholesaler delivering the pick of their products? 
Which method saves manpower, transport, time and money? 


Issued in tha interests of Economic Textile Distribution 
THE WHOLESALE TEXTILE ASSOCIATION THE BUTTERLEY COMPANY LIMITED - RIPLEY - DERBY - 
75 Cannon Street, London, E.C.4 London Office: 2, CAXTON STREET, WESTMINSTER, S.W.1 
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Spring 


Strikes 


(From Our US Editorial Staff) 


OW that April’s here, the question of recent months— 

another round of strikes?—has changed its form to: 
“How big and how long will this round be?” ‘Fer another 
round of stoppages. is certainly under way, and the total of 
stoppages and threats of stoppage is already large. 

The most conspicuous walkout is that of the telephone 
workers, which is reported to cover more than two-thirds of a 
work-force of 600,000, and constitutes the first nationwide strike 
by this group—though one was barely averted last year. The 
basic issue is More pay, accompanied by a number of other 
points, including industry-wide bargaining. In this case, unlike 
earlier controversies in other industries, there is no question of 
excessive earnings by the employer, for the Bell system has paid 
the same dividend to its stockholders for 25 years and for a 
number of recent years has only barely, or not quite, earned 
the dividend. ‘Telephone service has not been significantly 
impaired in_areas-served by, automatic telephones (the .dial 
system), usually the central parts of large cities, though there 
is much question how long this complex mechanism will con- 
tinue to perform without repair. Service in suburban and small 
town areas, along with inter-city or toll service, was largely shut 
off. However, emergency calls were usually put through by 
company executives or union personnel. telegraph com- 
panies, of course, did an enormous business. 

Scarcely less conspicuous was. the work stoppage that Mr 
John L. Lewis contrived to bring about in the soft coal mines 
in his ill-t and vindictive struggle with both operators 
and government. Barred by the recent court action from 
threatening or calling his usual April 1st walkout, be found a 
subterfuge in the Illinois coal disaster which killed 111 miners. 
First, a week of ing was called, then the union chief 
declared virtually all mines unsafe, or possibly so. The action 
is Clearly a subterfuge, and the courts recognised it as such, 
refusing to release the partial refund of the union’s fine until 
compliance with the Supreme Court’s decision is sincere. By 
mid-April a considerable proportion of the miners were back 
to work as Mr. Lewis suddenly discovered many of the mines 
were not so unsafe as he thought a few days earlier. But the 
future status is very unclear, with another crisis probable not 
later than July rst, when the government expects to return 
the mines to their owners. 

While these two major stoppages were in progress, other large 
strikes appeared to be near. The deadline for negotiations in 
the steel industry is April 30th, and the press reports that a 
strike mow seems somewhat more likely than not, The com- 
panies refuse to negotiate on wages until Congress determines 
the size of their contingent-liability on “ portal-to-portal pay.” 
Negotiations are under way in the automobile industry, which 
may bring a halt in one or more of the large companies at any 
time. orkers—or at least the union leaders—~are restive on 
the railroads and in other industries. Even the recent rubber 
contract, greeted as evidence of constructive moderation, will 
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“AMERICAN SURVEY’’ is drawn from three. 
sources. Articles described as “From Our U S Editorial 
Staff’’ are the rk. of a smali greup of 
correspondents, dent in the United States. Articies 
with some such attribution as “From An Industrial 
_Cerrespondent ’'.or “ From A Correspondent in Ohio”’ 

are from outside contributors. _Everything printed 
withou on. 
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almost certainly be revised if other unions set a sharper pace. 

The major immediate cause for the present troubles g 
unrest is the increase in prices resulting from the alle 
quotations in the first quarter of the year. Labour was alrea 
disturbed by the rises following the end of price control duting 
the latter half of 1946, but then a plateau seemed to be reached, 
But the 7 per cent rise in wholesale prices in the early months 
of this year is touching off trouble again. (The cost of living 
index, which is heavily weighted by such items as the cost of 
utilities and rent, and is laggard in movement, has remained 
quite stable and is therefore brushed aside in current dis- 
cussion. ) : 

The preponderant part of the price increase has, of course, 
been in foods and farm products, for which industrial 
are not responsible and from which they do not profit. 
this is much too reasonable an objection to receive attenti 
other than from a few economists, and so does not enter the 
controversy. However, 1946 Corporate earnings reports in- 
dicated profits at a level which in many cases was regarded, 
even as far to the right as Wall Street, as thoroughly inde- 
fensible. Though return on net worth in the aggregate was still 
below that received in 1928 and 1929, it exceeded the returns 
of -1941, and in at least one hine of business, distilling, reached 
the fantastic figure of 42 per cent. 

ions set off by the stoppages and the “price tise 
are numerous, . Labour legislation was brought to the forefront 
again in hist a Nee fous oe 
hanced. The state legislature of New Jersey passed, in just four 
hours, a vicious law providing fines and imprisonment for 
strikers in public service industries—which the striking tek- 
phone workers defied. Operators in Virginia and Indiam, 
which have similar but Jess drastic laws, remained on the job, 
but prefaced calls with announcements that the laws were ub- 
constitutional. 

Prices received major attention from the government. Fal 
lowing the President’s recent request for lower prices “t 
make free enterprise work "—-significantly not aimed at fam 
prices where the bulk of the rise has occurred—a cabinet meet- 
ing was held at which prices were discussed with the. Coundl 
of Economic Advisers. At his press conference the following 
day the President placed the responsibility for price reduction 
squarely on business, repeatedly hoisting business interests om 
their own statements made when they demanded the end of 
price control last fall. He stated flatly that wages will have © 
be increased if prices go higher. While he said nothing about 
the fiscal and monetary policies so greatly contributing to i- 
flation, the monetary authorities too, apparently, are re-examil- 
ing their position. a 

The real problem with which the United States is te 
and which all public figures apparently feel, with Her 
that it is not fit for men to speak of, is allocation of resources. 
Domestic and foreign. claims for goods and services are large 
than the supply which can be produced. This might.be tu 
even..if production were not .impaired-.by the numerous-0- 
structions including work stoppages, and even if the demand 
were not accentuated by devotion to slogans of high purchasing 
power and low interest rates which serve only to aggravalt 
inflation in a condition of boom. Until this disequilibrium * 
recognised and corrected, either by forthright rationing 0 4 
traditional rationing of the price system, the end of unrest # 
not in sight. And the gentlemen in Washington have 4 pM 
found disinclination to tackle either approach to the prob 
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only a few days before Mr Wallace’s first utterance, ¢ 
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American Notes 


An Innocent Abroad 


When, as Secretary of Commerce, Mr. Wallace attacked the 
foreign policies of Mr Byrnes, the chief victim was.Mr Wallace 
himself, and the second the party with which he is nominally 
aligned. ath his = oe aS a private citizen Mr Wallace 
has exercised to the full the right of free speech he gai 
being kicked out of the Truman Cabinet, with. very sesibnocneien 
Nothing in his speeches added materially to what was already 
known of Mr Wallace’s views ; to have expressed them at home 
would have caused hardly a ripple. It is only the fact that they 
were expressed in a foreign country that has stirred up a hornets’ 
nest. From as far left as Senator Hill to the extreme right of the 
Republican Party there has been a surge of indignation at the 
spectacle of a former vice-president of the United States atack- 
ing the policies of his country while abroad. Mr Wallace, for 
his own sake, and the sake of the policies he believes in, might 
have done well to reflect on the sad fate in the past of American 
Ambassadors to Britain suspected of nohing more heinous than 
a sympathy for the British way of life. What is particularly 
irritating in Washington is the suspicion that, in foreign countries, 
Mr Wallace is given credit for representing -a much more sub- 
stantial section of American opinion than in fact is the case. 

For President Truman and his advisers the spectacle of Mr 
Wallace once more kicking over the traces is a source of additional 
political embarrassment. In the current effort to recondition 
and streamline the Democratic machine for 1948, Mr Truman, 
essed the 
cordial belief that both Senator Pepper and Mr Wallace, the 
mavericks of the party, would support the party in its coming 
campaign. It now looks as though Mr Wallace’s support would 
be a liability to the new model far outweighing any votes he may 
be able to control, It is significant that on the subject of the 
Truman doctrine, Senator Pepper, who is closer than any Demo- 
crat on Capital Hill to Mr Wallace, has expressed his intention 
of supporting the President, and, has repudiated any suggestion 
that he might abandon his “ancestral home” in the Democratic 
Party. Mr Wallace becomes more and more isolated by his ener- 
getic attempts to saw off the branch on which he is precariously 
et s ; edd Socchlieaheisticostl 
_Mae-of the most.piquant things.about. Mr. Wallace’s visit is that 
this is the first time a prominent American politician has sought 
to gain sympathy in Britain for a policy he has been agitating for 
in his own country. The friendship between Mr Wallace and the 
Labour rebels is an entangling alliance indeed. The emulation 
of other politicians opens up the possibility of Congressman Cox 
coming over to share the plaudits of the Orpington diehards with 
Sir Waldron Smithers, and Senator Fulbright beaming from the 
platform of the next Liberal Assembly, standing arm in arm with 
Lord Samuel and Lady Violet Bonham-Carter, as the fraternal 
delegate from Arkansas. 


* * ¥ 


The Price Spiral— 


Continuance of industrial activity at a level far beyond all 
previous peace-time peaks has so far failed to shake the very 
widespread impression that a substantial setback is still to be 
expected at some time in 1947. Earlier predictions have been 
falsified by events: In the autumn of 1945, for example, it was 
generally held that reconversion and transition problems would 
bring severe unemployment by the early summer of 1946. And 
when the Price Control Act became impotent last summer, there 
was again the general’ view that the inevitable boost in prices could 
not last for more than a few months, and that this spring would 
bring the end of the boom. On many occasions in recent weeks, 
a the upward trend again got under way, Federal Departments 
have warned industry of the lack of balance in the price structure. 
And though the Council of Economic Advisers has made no 

| proclamation since the January report to the President, 
are known to be of the opinion that the price spiral has 

Row reached very dangerous proportions. 
+ Not many days ago, therefore, the President repeated his earlier 
Warnings on the dangers of a business slump, this time reinforced 
with the declaration that control of the price structure was entirely 
M the hands of industry, and that the absence of downward price 
fevisions must enforce labour’s claim to a greater share in current 
Profits. In other words, the President went on record as declaring 
t labour would enjoy at least the moral support of the Govern- 
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ment in pressing further wage claims if industry is unwilling to 
revise present price-lists. ‘ 

Within the general terms of their diagnosis, the President and 
the Council of Economic Advisers do not differ greatly ‘from 
spokesmen for mdustry. Private gross capital formation has shown 
a tremendous increase since 1945, she annual rate then being below 
$7 billion, while thar in the fourth quarter of 1946 was not $0 
very far below $40 billion. Over that time, private constructional 
expenditures enjoyed a fourfold expansion, while business expendi- 
tures for machinery and equipment rose by 150 per cent. More- 
over, inventory and export surpluses have made.a very substantial 
contribution to activity. On the other hand, the eutpur of con 
sumer goods has also been rising, and while wage rates have risen 
quite sharply since the end of the war, there can) be no ‘doubt 
that consumer incomes have for some time past lagged badty in 
terms. of living costs, The Council of Economic Advi thus 
holds «hat a potential “deflationary gap” to the tune of: perhaps 
as much as $10 billion at annual rates is beginning to show itself 
(initial evidence cited is the disappointing trend of retail sales in 
some cenires, plus a certain amount of slowing-down in the accu- 
mulation of business stocks) and may well develop rapidly from 
this point onwards, For the President and the C.B.A., a reduction 
in business profits, or present’ prices: witha fresh boost in wage 
Tales, afe seen. as alternative means of) stretching consumer: in- 


comes, and thus preserving activity near current levels without an 
inflationary spiral. 


* * aa 


—Industry’s Views 


Beyond diagnosis, however, industry, or certainly a very 
large section of industry, is not willing to mct the! President. 
Industrial profits, admittedly, are now. relatively large—an inevit- 
able feature in a free economy which has for some time. past 
hovered around the point where effective demand is stretching 
the available labour force, and has in very many commodities 
outpaced producers’ capacity for some way ahead. Gross. busi- 
ness income for 1946 more than doubled the 1939. level: at $45.5 
billion, while the net balance showed a threefold expansion at 
$12 billion. But, even making allowance for a substantial advance 
on the 1946 rate, and due adjustment for the.changed price struc- 
ture, there is not a tremendous scope for wage adjustments at 
the ¢xpense of profits with a national wage and Salary Tist that 
totalled $106 billion in that year. A few manufacturers have been 
bold enough to announce general price revisions But in general, 
the ‘hesitation, to follow this line probably follows as muchefrom 
prevailing uncertainty concerning the length) of the present boom, 
and still more strongly from fears of a fresh turn to the spiral 
through wage demaads, as it does from the undoubted inclination 
in many quarters to get whatever can be made from current prices. 

The bald fact seems to be that sm» the presentSiuatien, the 
direct influence of such moral suasion as the. President is«now 
trying, is ‘Nor likely 10 be-very great. And while Mr Truman 
and the CEA may be perfectly correct in theig assumption. that 
only an ificreaséd propensity to consume can,’in the. longer.fun, 
serve to sustain present business levels, it-stems far-niore’ likely 
that, immediately, they may give a fresh hoist to the price spiral, 
if only because their support for organised labour stands the 
chance of being far more effective than the rod reserved for 
industry. If government could afford to ignore the claims.of the 
unions at this point it might easily witness the return of condi- 
tions sufficiently competitive to restrain any undue profits at no 
very distant date. 

Quite obviously, however, there can be no certainty that peak 
price levels have yet been reached, A turn might conceivably 
follow from a fresh outburst ‘of labour unrest, or again, sentiment 
might be affected sharply later in the year by a continuance of 
bumper crop advices and a substantial downturn in the pros- 
pective farm cash income. It has, in fact, been said with a great 
deal of justice that the 1947 boom “ follows Chicago and nor Wall 
Street.” Certainly the rise in farm incomes from an annual tate 
of $8.7 billion to probably $28 billion at current levels is an 
experience which might well be envied by the financial com- 
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munity in New York. And this month has brought further 
evidence of the investment community’s entire unwillingness to 
discount prosperity, with Wall Street values still a long way below 
pre-war peaks despite the rise in business profits, and the sus- 
tained reduction in interest rates over the war period. Preliminary 
figures of the Commerce Department show a new peak annual 
rate of $15 billion for net corporate profits over the first quarter of 
1947. 


In the meantime, decisive action by the Administration does 
not seem to be in prospect. There have been suggestions that 
the Commerce Department would revive the wartime organtsa- 
tion of industrial committees in an endeavour to ease the price 
structure industry by industry, but no responsible ageucy seems 
to have been converted to this theory. In fact, the direct powers 
of government in this context are now quite negligible, and the 
Presidential statement on prices was itself accompanied by 
rumours that the Cabinet is sharply divided on the issue ot 
how far it is safe to “knock” business at this juncture without 
bringing down a deluge. Another fact of very considerable signifi- 
cance is that no step has yet been taken to “ de-frost” the struc- 
ture of short-term money rates. Though of minor importance in 
terms of inflationary pressure, such a step might now have some 
value as an indicator of the government’s concern over the con- 
tinuing price spiral. And in no official quarter is there any sug- 
gestion that the Reserve Board Governors have modified their 
earlier Opposition to any wider revision Of interest rates. 


* + 2 


Cuts in Federal Departments 


(From our US Editorial Staff).—Congressional aspirations to- 
wards economy in the operation of the Federal Government have 
been translated into actual figures, As a result, lights burn long 
these nights in the executive departments, and faces are still 
longer. 

Ever since the Republicans’ post-election statements on how they 
would reduce government spending, the departments had antici- 
pated cuts. But as time went on those whose Congressional fences 
had been kept well mended had forecast that reductions would be 
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of manageable proportions, and mitigated by supplemental appro. 
priations after a face-saving budget had been passed. The jp. 
accuracy of preds tions is illustrated by the present not-to9. 
exceptional plight of the Department of Labour. Like a 

of Federal departments, Labour’s budget consists of funds for its 
own operations, plus much larger funds for transmission to the 
states for co-operatively admin:stered activities. The . 
total funds for the current fiscal year amount to $113.7 million, 
The requested budget for 1948 was $103.6 million. (The 
was due to the recent transfer, on Congressional order, of the 
Employment Service back to the states.) The Bill brought oy 
by the House Appropriations Committee provided $90.9 million, 
Of this, $71.7 would go to the states (which is where Congressmen 
come from). Only $19.1 million remained for Washington opera. 
tions, 40 per cent below both the budget request and actual appro. 
priations for 1947. 

The Bill required a cut of 20 per cent in the office of the Secre. 
tary of Labour ; 30 per cent in the office of the solicitor. In the 
Conciliation Service, whose head has become a controversial figure 
in the current swing to the right, it is specified that the posis 
of the director, his 7 regional directors and their assistants, and 
certain other top personnel, be eliminated. (This phrasing avoids 
the appearance of a Bill of attainder, but leaves the pyramid 1 
operate on its base alone.) 

Under the Bill 2s brought from committee the Bureau of Labour 
Statistics was to receive $3,373,000. But a further millon-dollar 
cut was inserted on the House floor. The Bureau’s budget is now 
60 per cent down. Unless a considerable part of these funds are 
restored, most of the indices which the BLS compiles will be 
issued only on a quarterly or annual and national basis, instead 
of the present weekly or monthly and city, state or regional basis, 
Yet up to date, local figures are the ones of most use in present 
circumstances: during the 1930’s national averages were important 
in connection with the preparation of basic legislation like the 
Fair Labour Standards Act ; but to-day, the figures most wanted 
are specific findings, localised by occupation and by place, as 
criteria for specific wage negotiations. These facts are bying dis- 
creetly brought to the attention of the public by the BLS. The 
response is considerable, in editorials and in representations to 
Congress by interested firms. What the House has taken away, 
the Senate may in some degree restore. It is an odd game, and 
most departments are now intently playing it. 
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THE WORLD OVERSEAS 





Preliminaries in Geneva 
(From Our Special Correspondent) 


Pe second session of the Preparatory Committee on Trade 
and Employment has now passed the stage of inaugural 
speeches. This is normally a somewhat barren period in inter- 
national conferences, for the delegates are talking less to each 
other than to their own public at home and to the press 
of the world. Burton this occasion the inaugural speeches 
have been significant and important. Every delegate who has 
hitherto mounted the steps of the rostrum in the magnificent 
assembly hall of the Palais des Nations has been concerned 
as much with reservations to the proposed charter of the 
International Trade Organisation as with his basic agreement 
with the wider objectives which this conference is to serve. 
The Australian delegate, Dr Coombs, pleaded his familiar theme 
that any code of commercial behaviour must be subservient to the 
objective of maintaining high and stable levels of demand and 
employment in the world. Dr Coombs, however, was prepared 
to admit that, in present economic conditions, full employment 
policies had lost some of their links with the forces that had given 
them birth. For many years there could be no question of lack 
of effective demand leading to depression and unemployment. 
Just because for some time to come there might be an excess of 
demand over supply of goods, Dr Coombs saw in the present 
conjuncture a favourable opportunity for reducing tariffs. 

Sic Stafford Cripps drew special attention to the importance 
of maintaining imperial preference in some form, pointing out 
that these preferences were merely the expression of an economic 
fact—namely, the interdependence of the economies of the United 
Kingdom and the other members of the Commonwealth. He made 
it quite clear in the course of a_press conference that even if the 
United States went to the inconceivable length of cutting tariffs 
by fifty per cent, which is the prevent legal limit of their con- 
cessions, this would be regarded by the British Government as an 
insufficient cons:deration for the complete elimination of imperial 
preferences, But on Wednesday Mr Winthrop Brown told his 
press conference that, on the basis of 1943 figures, American 
tariff cuts might work out as high as 75 per cent. The main- 
tenance of imperial preferences was even more forcibly de- 
manded by Mr. Walter Nash, the head of the New Zealand 
Delgation. The South African, Mr J: E. Holloway, spoke 
of the secondary industries which the Union is erecting behind 
the protection of substantial tariff walls and expressed his deter- 
mination that the development of such industries should make 
further headway. ‘The French delegate spoke of the shattering 
of his country’s economy as a result of the war and argued that, 
if bilateral agreements made possible the piecing together of any 
two of the fragments, then bilateralism would be justified. And 
80 the tale went on, one speaker after another, preaching to the 
text that all instruments of commercial policy must be judged 
by their effects and not in accordance with a rigid philosophy of 
international trade. 


The Test Ahead 


The test, however, is only likely to come at a much later stage 
in the discussions. The inaugural speeches having been delivered 
the eighteen nations represented here are now trying to begin 
with the Americans negotiations on reductions of tariffs and 
preferences. It is only after these have been largely completed 
that the conference will enter upon its second important task. 
This will be the completion of the ITO charter, and the negotia- 
tion of preliminary agreement, by which the eighteen countries 
will hold themselves bound by this charter. 

The tariff and preference negotiations began in fact some weeks 
ago when a number of the countries represented here compiled 
lists of goods in the export of which they are interested and for 
Which they ask reductions of tariffs from the other countries. 
Some of the eighteen have not yet presented their schedules of 


demands, but the most important, namely those of the United 


pies and Great Britain, have been drawn up. These highly con- 
Hdential documents provide the material on which negotiations 
fan begin. Each country is also compiling a schedule of tariff 


and preference concessions which it is prepared to make. These 
schedules of demands and offers will be the basic documents for 
the tariff negotiations. In the first instance, the negotiations will 
be as between pairs of countries. When bilateral agreement has 
been reached in each case, the concessions exchanged will then 
be “ multilateralised ” and extended to other countries through 
the sone the most-favoured-nation clause. 

Never before have multilateral tariff negotiations of this kind 
been attempted and the complexity of the procedure in general- 
ising what might be 153 bilateral agreements (half of 18 multiplied 
by 17) can readily be imagined. The task will be simplified by 
concemtrating the bilateral negotiations between pairs of countries 
between which a substantial volume of trade is done, In effect 
this will mean that most of the discussions will in the first instance 
be as between the United States, on the one hand, and the other 
seventeen countries on the other. The mutual concessions which 
can be obtained from these seventeen bilateral sets of negotiations 
should set the pattern for the whole range of agreements that 
will be reached at the Geneva meeting. 


Britain’s Special Case 


Although the tariff negotiations will stand apart from the final 
drafting of the charter, which will mainly oceupy the second part 
of the conference, the two stages will inevitably become inter- 
mingled. It will be necessary to interpret and clarify certain 
passages of the draft charter before tariff and preference negotia- 
tions can make much headway. One case in point is the provision 
in the draft charter that “ negotiated reductions in most-favoured- 
nation tariffs should operate automatically to reduce or. eliminate 
margins of preference.” The report of the first session of the 
Preparatory Committee pointed out that “ three delegates thought 
that the rule should not apply automatically,” and this difference 
of opinion will have to be composed before real progress can be 
made in the crucial negotiations between the United States and 
the countries of the British Commonwealth. That the latter pro- 
vided the three dissentients is as certain as that the United 
States were the authors of the demand for “automaticity.” If 
the Americans have their way, preferential rates must remain 
unchanged until the corresponding general tariff rates have come 
down to their level. The British and Dominion delegates, on 
the contrary, are opposed ro this clause, which might well eliminate 
certain preference margins which it is desired to maintain, even 
in attenuated form. The Commonwealth representatives will 
certainly demand freedom to negotiate reductions in preference 
rates as well as in general tariff rates. There must, therefore, be 
some clarification of this point at a very early stage of the tariff 
negotiations. 

Just as the charter discussions may impinge on the tariff talks 
in the first stage of the negotiations, so it may well be that the 
tariff talks will be carried over into the second stage of the con- 
ference. It would be the height of optimism to assume that 

ral agreement on tariff and preference reductions will have 
es reached at the end of the four weeks provisionally allotted 
to the first stage of the discussions. When the second stage is 
reached, however, the main emphasis will be on charter dis- 
cussions. It is already evident that the main issue will be the 
question of non-discrimination. It will probably be the main 
concern of the British delegation to obtain some liberalisation of 
Article 28 of the report of the first session of the Preparatory 
Committee, which deals with exceptions from the rule of non- 
discrimination. In particular it should be the endeavour of the 
British delegation to except from the rule transactions . which, 
though of discriminatory character, can be shown to, contribute 
to the quantum of world trade and to increase it beyond the 
level at which it would have stood had the rules of non-dis- 
crimination applied. If success can be achieved in this: respect, 
and if the resultant clauses of the ITO charter can be substituted 
for Article 9 of the Anglo-American Agreement, which provides 
for non-discrimination against American. goods, the most glar: 
and damaging defect of that agreement will have been rem ; 
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Inflation, in, Austria 


[FROM A CORRESPONDENT IN VIENNA] 


In Austria to-day the word “inflation” is rarely heard. Yet 
dangerous inflation clearly exists, although it has not yet assumed 
that uncontrolled form which it possessed in~s922. Seven 
years of Nazi exploitation followed by a senseless vandalism 
in the days of escape, the effects of bombing and fighting in the 
most industrialised areas, and the confusion of the first post-war 
days caused so much destruction and dislocation that to-day 
more than half the industrial establishments work at less than 
half of their peace-time capacity. In addition, the currency 
circulation increased about six-fold in the war period, from a 
monthly average of 849 million S. in 1937 to about 5,000 million S. 
in 1945. 

The Austrian Government thus inherited a situation charged 
with an explosive inflationary potential which had been kept in 
check only by the severely enforced price and wage-stops and 
general economic controls of the Nazi period. The obvious task 
was to prevent an explosion by keeping the controls and at the 
same time reducing the inflationary potential through stimulants 
to production and reductions in the volume of currency in circula- 
tion. This has indeed been the declared policy of the govern- 
ment, but only half-hearted measures have been taken. 

The fuel crisis of the past winter has made the situation worse. 
Production, which had steadily recovered during 1946, suffered 
a sharp set-back. In January, 2,280 firms employing 90,000 
workers were closed altogether, while many others were. only 
working short-time or on maintenance. Even now, when the 
thaw has improved the situation in the hydro-electric works and 
firms can start production again, it is still to be expected that 
the loss of production in the winter months will lead to numerous 
hold-ups in the whole production machine through lack of raw 
materials and spare parts. 

While the volume of production has not sufficiently increased 
to reduce the inflationary gap, and has actually decreased during 
the winter months, the currency circulation has continued its 
upward trend. 


CURRENCY CIRCULATION 
(Million Schillings) 


Increase 
1937 (Monthly average) ............. 849 
ape pee ep 5133 a 
Ce. o4 3 cco cee ee keh te 5149 16 
November: 265 50 SSP 5282 133 
Decstiber 20.0 FTO AA 5561 279 
SOtT> Jamnary.i .. Goren. 5652 91 


The decline in the rate of increase in January is misleading, 
because it occurs. in a month which normally shows seasonal 
decline in the currency Circulation. Things have. been made worse 
by the fac: that, in order to improve the liquidity of the banks, 
the National Bank have set free some of. their accounts. which 
had been frozen in the course of earlier currency. measures. 

This growing inflationary pressure could not be held in check 
by a government which was noi prepared to. maintain a very 
strict enforcement of controls. So, at first prices and then 
wages have risen considerably during the -past year. Taking 
August, 1945, as 100, official food prices had risen to 157.6 in 
December, 1946, and prices for tobacco, beer, etc. 16: 366.1. But 
even these increases were by no means Sufficient to absorb the 
greatly increased currency circulation, With controls as..weak as 
they were, a black market developed and now flourishes prac- 
tically in the open, In fact, prices in the black market have 
actually fallen. Again, taking August, 1945, as 100, black marker 
food prices were down to 27.5 in December, 1946, and those of 
semi-luxuries to 15.2. Even at this lower level, black market 
food prices are still abour fifty times the official price. 

This fall in black market prices is probably due to a number 
cf causes. Partly it is just a consequence of its more open 
working, which has reduced the risk and “know-where” 
premium. Then domestic agricultura] production has recovered 
much more quickly than industrial production—last year’s wine 
harvest was a bumper one—and this has led to increased supplies 
for the black market.- And, finally, large numbers of workers 
and employees, whose current wages are far too small to allow 
them to buy in the black market, have exhausted their savings 
and can no longer afford to supplement their meagre rations. 

In a world “full of shortages” reconstruction in Austria would 


_ be difficult in any circumstances. The currency chaos makes. it 


worse. The erratic prices and the consequent opportunities for 

ie oe of the economy. “The lack of a 
sector 5 of an. 

controlled distribution of the scarce essentials means that almost 
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everybody has to spend much time and energy. bunting for this 


or for that. 


A currency reform would have to bring the volume of cup. 
rency into some relation to present output possibilities. This 
would necessarily hit somebody’s savings, probably those who 
made the biggest profits ir the Nazi period or im the black 
market. Yet the government are still hesitating to take this step. 


The neighbouring government of Hungary have shown that 


even an occupied country can carry out a successful currency 


reform. If Austria hesitates much longer, its industrial str 


trading position, and reconstruction effort will suffer distortions 
which it will take a long time to repair. e 


The British Zone as Partner 


[FROM A CORRESPONDENT IN STUTTGART] F 


THREE months have passed since the fusion of the British and 
American Zones of Occupation in Germany took place. In both 
zones it was welcomed as a bold and necessary step towards 
greater economic unity and strength. Balancing one zone against 
the other, it looked at first as if the greater agriculrural potential 
of the American Zone and the greater industrial and power-pro- 
ducing capacity of the British Zone would supplement one another 
with their respective surpluses. The fusion seemed to offer 9 
provisional solution of German economic problems, with great 
possibilities of spreading assets and liabilities. 

In this first quarter of fusion the emphasis in all matters has 
been on administration and organisation. The creation of Lander 
in the British Zone brought’ its administrative methods more into 
line with those of the American Zone. The setting up of new bie 
zonal administrative offices for economics, transport, communita- 
tions, finance and food raised entirely new political and functional 
questions, which could not be solved in a day or two and needed 
the intervention of the Military Government authorities. ~ 

The situation which led to fusion was largely determined ki 
economic problems, and the newly-created Administrative " 
for Economic Affairs set up in Minden occupies a key position 
and can decide the success or failure of fusion. Tt was in this 
office that the first co-ordination of administrative and party peli 
tical objectives was carried out. As a result of the elections @ 
the Lander of both zones the economic ministries were in the 
hands of the SPD, and it followed that the Social Democrats 
demanded the leading position at the head of the bi-zonal 
machinery. It was given to the chief economic expert of the 
party, Dr Viktor Agartz, who had already been head of the central 
economic department for the British Zone. The former Econo 
mics Minister of Greater Hesse, Dr Mueller, who had come to 
Minden with many matured plans and practical targets, had to 
leave. This change was regretted, especially in the American 
Zone. 


Suspicions of the South 


The creation of the new bi-zonal bodies must involve 4 
decline in the importance of the councils of the Lander in the 
American Zone, which have seen some of their tasks taken from 
them. The question then arose whether the bi-zonal bodies would 
carry out tegislative functions while executive functions were left 
to the Lander ; the question was answered, at least provisionally, 
when at the end of March legislative decisions were reserved 10 
Military Government. This has raised the further question 
whether the German departments have made the best usc of theit 
opportunities. Obviously the bi-zonal departments have a very 
imperfect basis in law, but it is probable that the growing poli- 
tical individualism of the South.German Lander prevented them 
from making the best use of the possibilities they had In‘ both 
zones opportunities for shaping the economic future have fallen t 
the bi-zonal Economic Council. If even more powers of legisla 
tion and regulation were transferred to it, the control of bi-zona 
planning might be so concentrated that an economic policy 
dominated by the views of the “Government Party” of the 
British Zone might involve the danger of a kind of econom 
dictatorship. There is no question, of course, of administrative 
dictatorship, and it may be that the distrust which is shown ® 
the American Zone springs not only from old economic and social 
contrasts between North and South Germany, but also from 
reluctance to tie the relatively seaworthy ship of the Americas 
Zone too closely to the more battered and helpless British Zon 

The two zones reacted very differently to the ordeals of 18 
past winter. In Germany the of the last few moni. 
was not the result of irresistible natural forces, but the direct 

of economic and social h The <i 
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consequence of elplessness. 
began at the same moment as zonal fusion, and thi 
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ly for the critical view which is taken in the American Zone 
of its new partner in distress. In spite of the greater industrial 
power of the British half, itis now regarded more and more as 
economically more sfati¢ and helpless; The economic task, of the 


ah 


bi-zonal councils is increasingly tegarded as\the spreading of the | 
ae surplus which both zones can offer—namely scarcity. The 


eatlier hopes of a quicker and wider development of industrial 
production based on increased coal production are already being 
abandoned, and with them expectations of any considerable im- 
porement in the supply of Ruhr induswial products to the 
American Zone. But the industrial north is still hoping for 
increased food deliveries from the South, ce 


Prospects for Production 


What increase in production can fairly be expected? From 
May Ist next distribution of Ruhr coal will be managed by the 
Germans themselves. With a yearly output of 70-75 million 
tons (excluding consumption in the pits) and after deducting 
exports, the needs of the Occupation Authorities and deliveries 
wo other zones, there will remain for industrial production in 
beth zones only sufficient coal to achieve a production level ten 
per cent below that of October, 1946. The relevant estimates 
ate given below : 

ESTIMATED DISTRIBUTION OF RUHR Coat—1947 


Mill, tons 
Exports and roceupation meeds 22.0.0... ceceeg. es dagenee eens 22.8 
Russian and, Peench Zameen ee cy chee 6.0 
Transpott 2/2)... RRR... KAA Rees, 10.0 
Hospitals and official buildings ...-.... ages . dpa ch-- oped 17 
Food, agricultural and fertiliser industries ............... 90 
Basic industries (iron and steel) «...°.....0.62.00.....2. cas 67 
Manufactures and domestic coal... ..Wi0.4...00.... a « 3 
71.0 


Last month in the American Zone industry reached its highest 
production since the end of the war with about 50 per cent 
of the output of March, 1938. It can hardly be claimed that 
zonal fusion yet shows any economic results. beyond the general 
encouragement which it gave at the beginning of the year. It is 
probably too early to expect such results, as the effects of the 
winter catastrophe have not yer been exhausted, 





VIKINGS TO EUROPE 


From April 21 BEA Vikings, Britain’s most famous twin- 
engined airliners, will speed the regular services between 
London and Copenhagen, Gibraltar, Madrid, Oslo, Prague 
and Stockholm. Sister aircraft to those chosen to form 
the ‘King’s Flight,’ they will reduce flying times while 
adding immeasurably to flying comfort. Month by month, 
more Vikings will be coming into service until all BEA 
routes between London and the continent are Viking routes 





It is well known that the Biitish Zone is even less able than 
the American Zone to feed itself, The creation of a bi-zonal 
food department can admittedly help to solve the food problems 
of the north, but not decisively. Imports must go on. But long- 
term planning 10 cat out periodic crises must provide for much 
closer, franker“and more continuous co-operation between the 
occupying authorities and the German officials than has been 
allowed so far: The recent food crises in the Ruhr can be re- 
garded as the direct result of the bi-zonal officials having no know- 
ledge of the overall plan of organisation. This defect has often 
been pointed our by the Gefmans, but they have only met with 
an optimistic Micawber attitude. 


Lack of Raw Materials 


One cannot see yet in the British Zone a starting-point for the 
free development of individual or collective enterprise. The 
imtegration of the key products and semi-finished goods of the 
British Zone with the production of finished goods in the American 
Zone, has not yet been sufficiently stimulated to make possible 
the general expansion of production in both zones which is being 
aimed at. The efforts to export—which at first received lavish 
publicity in the American Zone—are carried on in the British Zone 
behind a curtain of hints, guesses; organisations and rumours. 
One even hears the old rumour of cases. of German. butter being 
sold in British. shops, 

The success of German efforts to. export depends not only on 
production in the British Zone but also on the size of the avail- 
able stocks of non-ferrous metals. "These stocks, left qver from 
past years, will soon be used up. The question of when they. will 
be increased by imports is the second most vital.one for the export 
industries of both zones. It was the main topic of a conference 
in the first week of April between ‘German foreign trade exports 
of the two. zones held in Stuttgart, 


The way the British. zonal partner has fared ‘so far has dis- 
appointed. many hopes. The futility.of many efforts made, the 


numerous imponderables which weigh on everyone, the lack of 
continuity in the contacts between Occupation Authorities and 
German departments is creating in the British Zone an atmo- 
sphere more like that of the Russian Zone than that of the 
American. 
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HE wider aspects of Mr Dalton’s Budget are discussed in 
the leading article on page 569. This article examines the 
Budget in greater detail, is concerned with fact rather than 
policy, and is mainly “for the record "—for the benefit of the 
Arthur Bryants of the future. As usually happens, the Budget 
in detail proves to be less satisfactory than it is in the round, 
and its accounting has this year become more curious than ever. 
On his own accounting principles, Mr Dalton was confrented, 
on the existing basis of taxation, with a prospective “ ordinary ” 
surplus of nearly £248 million in 1947-48. But, “this being 
a good year for a good surplus,” he proposed tax changes which, 
on balance, were expected to provide {£22 million of additional 
revenue. Ostensibly, therefore, he is budgeting for a surplus 
of almost £270 million, as the accompanying table shows. 


The Surplus Examined 

In global terms, the estimates of normal items of revenue 
upon which this calculation is based differ little from those 
given in these columns recently, though there are appreciable 
divergences in detail. Both the estimated expansion in Customs 
and Excise and the estimated fall in EPT and Profits Tax are 
rather larger than had been generally expected. Purchase tax, 
on the existing tax basis, was put at {£260 million (up £79 
million) and tobacco at £450 million (against {£446 million). 
Customs and Excise as a whole were expected to produce £116 
million more. On the other hand, the yield from EPT and 


_ Profits Tax was put at only £200 million—a decline of £157} 


million. 

The dislocation caused by the fuel crisis is not expected to 
affect revenue significantly this year, but will affect revenue next 
year, through its impact upon industrial profits. In the current 
year, the buoyancy of the national income is expected roughly to 
offset the effects upon income tax of the concessions granted 
in earlier Budgets. 

Big Windfalls 

The unexpectedly large surplus, on the Chancellor’s reck- 

oning, thus arises entirely from heavy non-recurring receipts. 


Revenve (£000's) 
5 Estimates for 1947-48 7 




















z Actual |}——y 
stimate 
Receipts Rasis of 
946-47 1946-47 Existing 
_, | Taxation nges 
SeeeOND BON hs s0ge sets... Stage 1,111,000 | 1,156,233 | 1,150,000] LOTR 
Wie Vet oasccekt sou a ~.. cant ; | 75,142 80,000 , 
Dédth Duties .........-.sseece. | 140,000 148,044 | 155,000 | 155,000 
Stamps Wags trecem eras enscne ts 29,000 | ae i 40,000 57,000 
i RE ees be ee ‘ 
Baers Poste Tax... 2i- nos. } 525,000 { 325,301 | f 700,000 | 202,080 
Other Inland Revenue .2....0..2 ii 724 1 1,000 1,000 
| 1,686,000 | 1,776,579 | 1,626,000 | 1,568,000 
Gibeiik,... caccasees a ceukhe cas 595,000 | 620,741 666,000 | 736,960 
Batise .......c..jkeoncbbewcaes | COOORGED | 9 (56R 600 634,000 643,080 
SS ee 
1,187,000 | 1,184,241 | 1,300,000 | 1, 380,000 
Se TNS ois s icc ca ede diess 45,000 49,456 50,000 50,000 
Totat Tat Revenwe LU. | Z9i8,000 | 3010/2796" |° 2,976,000 | 2,998,000 
Sales of Surplus War Beasee Blas 150,000 155,996 95,000 95, 
Reteipts for Trading Servic 50,000 59,000 55,000 55, 
Wireless Licences ...........0s6 5,300 . 9,940 11,000 ll, 
ie TNS ies sco nsnersiaes 1,000 920 1,000 1 
Receipts from Sundry Loans .... 26,779 21,000 21 
Misgellancous ..........-.ss0005 78,312 270,000 270,000 
____ Total Ordinary Revenue | "3.fet.s00 | 3,s09,g23"| Sez0000 | 3,481,000 


The Bud get Accounts 


Sales of surplus war stores and surpluses from Government 
trading operations, which together produced £215 million ; in 
1946-47, are expected to fall by only £65 million this year, to 
£150 million. In addition, Mr. Dalton expects to secure ao 
less than £250 million more from miscellaneous receipts than 
he budgeted for a year ago. These windfalls will come 
principally from sums voted in previous years but no 
expended—f112 million “from paymasters and quarter. 
masters all over the world,” £23 million from the UKCC 
now being wound up; £18 million from surplus appropri. 
tions-in-aid, and {10} million from NAAFI. Hence Mr 
Dalton’s estimated surplus of {269.6 million is neatly 
balanced by £270 million of miscellaneous revenue mainly 
comprising the return to the Exchequer of mostra 
viously issued and now bying idle. 


Below-Line Expenditure 


In no sense, therefore, can the balance on the account 
regarded as the “real” surplus which Mr Dalton claimed 
Indeed, if the receipts from surplus stores and trading are a- 
cluded, on the grounds that they are non-recurring revenue, 
there would be a deficit of {£150 million. In addition, th 


whole programme of expenditure inevitably includes further 
heavy outlays “below-the-line.”.. War damage payment 
during the year are expected ’to require £330 million—{ 
million under the Business and Chattels schemes, £170 million 
for “yalue” payments (including the increases recently con- 
ceded, and accrued interest) and £100 million for cost-of-works 
payments. EPT Refunds will require £60 million, and this 
will virtually complete the payments now outstanding. Release 
of the remaining post-war credits due to elderly folk will cost 
£70 million. In addition, at least £200 million will be, bor- 
rowed by the Treasury for housing and other capital schemes 
of local authorities financed through the Local Loans Fund, 
and £90 million will be borrowed for temporary housing. Som 
£50 million will be advanced to the National Coal Board; but 
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the other public boards, such as Air Transport and Electricity, 
: will in due course finance themselves by issues of their own 
riko Treasury-guaranteed stock. It should perhaps be added— 
si though Mr Dalton did not mention it—that part of the direct 
tax revenue upon which he counts has in fact been. already 
received, in that there will certainly be a further repayment 

of Tax Reserve Certificates in the current year 


Small Savings 


The expected contribution from small savers is again “ written 
into” the overall Budget, but this item (as a Note on page 600 
records) is at last put on a realistic basis. The Chancellor 


ument counts—somewhat optimistically—upon small savings of £366 
on i million, compared with £330 million in 1946/47. On the 
ar, to other hand, {£160 million of 3 per cent Defence Bonds will fall 
rc. me due for repayment. 
; than The Chancellor claimed that his budgeted surplus, together 
Come with net small savings, would “much more than cover” such 
t Dot “below-line ” expenditure as is not incurred for the creation 
uarter- of new capital assets. It may indeed be true that “all further 
KCC, internal Government borrowing this year will be either for 
copra. replacement of maturing debt or for definitely new capital 
Mr development,” and “ none of it will be merely to bridge a gap 
neatly between current income and expenditure ” ; but it is important 
mainly to realise that this position is no measure of the extent to which 
Spit the Budget is anti-inflationary in its effect. To assess that, it 
is necessary to bring into the reckoning the extent of relief 
afforded by the deficit on the external balance of payments, and 
‘i then to relate the resultant Exchequer position to the demand 
yunt be for finance for priority capital outlays, in the national economy 
Jaimed. as a whole, which are not met directly or indirectly from the 
are ex- Exchequer. 
ae Incentive Reliefs 
ed Given this shape of the overall Budget, and given, too, the 
aryments curious accounting which Mr Dalton chose to adopt, it would 
m—{60 indeed have been rash not to budget for a surplus. But it ought 
) million to be pointed out that a real surplus of this magnitude could 
itly con- ot have been achieved without recourse to a deflationary policy 
of-works of the kind which Mr Dalton so deplored. As it is, all he has 
and this done is to bring into the reckoning purely nominal revenues 
Release which even he in effect recognised had no relevance to policy. 
will cost The scope for the necessary “ incentive ” measures of relief was 
| be, bor- therefore relatively small. That being the case, it was inevitably 
schemes confined to income tax, which the Chancellor rightly regarded 


ns Fund, as the most eligible candidate in the eyes of the public. To 


ag. Some have reduced the standard rate would not only have absorbed 
card; but alarger sum than could readily be financed by increases in other 
aa taxation, but would have spread the relief over a wider range— 
including unearned incomes—than was desirable for the pur- 

iW pose of achieving the maximum incentive effect from limited 

: outlay. The proportion of earned income allowable as a de- 

ra duction before computing tax, which was raised last year from 


the wartime fraction of one-tenth to one-eighth, is now to be 
one-sixth, which compares with one-fifth before the war. The 
limit to the income deduction is also restored to its 1940 
level, rising from £150 to £250. The two concessions com- 
bined will cost £544 million this year and’ £62 million next. 
In addition, the income tax allowance for each child is raised 
from £50 to its pre-war level of £60, at a cost of £13 million 
({15 million next year), and the income limit for the purposes 
of the dependent relative allowance is also raised, at a cost of 
£8} million this year (£10 million next). 


Customs and Excise Concessions 
The remaining concessions are not incentive measures at all. 
of an earlier pledge, the import duty on heavy 
luel oi! and gas oil is removed, together with that on any other 
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hydro-carbon oils used in a refinery for heat, light or power, 
or for. producing gas—concessions which cost £4 million. this 
year (£43 million next). The excise duty on home produced 
artificial silk is repealed at a cost of about £2 million. Purchase 
tax is reduced from 33} per cent to 16} per cent on a miscel- 
laneous range of articles, the most important of which are 
linoleum and certain classes of sports gear. Certain types of 
domestic water filters are exempted from tax entirely. The 
purchase tax reliefs in all will cost £2 million ({2} million 
next year). 

Tobacco Duty 


The total cost of tax concessions this year will thus be £84 
million ({96 million in 1948-49), and almost the whole of this 
is expected to be provided by the raising of the tobacco duty 
by 50 per cent. The implications of this’ unexpectedly severe 
increase are discussed in detail in a separate article on page 594. 
On the assumption that consumption falls by not more than 
one-quarter, the Chancellor expects ‘to obtain an additional 
revenue of £75 million. 


Purchase Tax Increases 


As expected, Mr Dalton has re-imposed the purchase tax on 
domestic cooking and heating appliances, and has raised the 
rate from 33} per cent to 663 per cent on other domestic 
apparatus suitable for operation from electric or gas mains. 
These increases in tax are expected to provide {13 million 
in 1947-48 (£18 million next year). 


Profits Tax 


Profits Tax is to be left at its present level of 5 per cent on 
undistributed profits, but the rate will be increased to 124 per 
cent on “ distributed profits.” The net incidence of the full 
rate, allowing for income tax, is ts. 44d. in the £. The 
Chancellor justified the tax on the ground that too much had 
been distributed from profits during the past twelve months, 
and too little ploughed back into the business, and he argued 
that “these increased dividends are the clearest case, any- 
where in our national economy, of an inflationary element” 
—a broad statement which seems open to disproof first by 
Table 7 in the National Income White Paper, and secondly 
by the following computation of industrial profits and their 
distribution, before tax, between interest, preference dividends, 
ordinary dividends, free reserves, and other allocations : — 


INDUSTRIAL PROFITS BEFORE TAX 
2,040 Compantrs {{£000’s) 





| 1945 
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Presumably the term “distributed profits” would include 
profits paid out in preference dividends. Mr Dalton’s estimate 
of the net revenue from the increase after allowing for loss of 
income tax is {20 million in a full year (but a mere £1 million 
this year). On the figures shown in the representative sample 
of companies above, the net revenue in respect of preference 
and ordinary dividends would amount to roughly £17 million. 
If these companies decided to carry this charge, it would entail 
a cut of nearly one quarter in their free reserves, before charging 
income tax. If, on the other hand, they decided to maintain 
the allocation to free reserves, the consequence would be a 
reduction in ordinary dividends from 186.2 million to 
approximately {170 million, since the full burden of tax on 


caer. 
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both preference and ordinary capivai would fall on the equity 
shareholder. This would entail a reduction in the average rate 
of ordinary dividend from 12.4 per cent last year to about 
I1¥.3 per cent. 

These are the limits within which directorial policy will be 
free to operate. The incidence of the increased dividend tax 
will plainly fall with greatest severity on highly geared ordinary 
shares, either by way of a cut in their dividend, or by reducing 
the amount of profits-~which can be ploughed back. It may 
not, therefore, work unequivocally in favour of ploughing back 
earnings into the business. 


Taxing Bonus Issues 


Mr Dalton’s second thoughts on boaus issues have enabled 
him to be “a little more forthcoming in permitting bonus 
issues ” on condition that the public takes a reasonable partici- 
pation “in these somewhat debatable operations.” He pro- 
poses, therefore, to impose an “ additional” 10 per cent Stamp 
Duty on the value of all bonus issues which obtain the approval 
of the Capital Issues Committee, which is,to be given an ex- 
tended discretion with regard to bonus issues. The new Stamp 
Duty will be levied on the excess of the market value of the 
bonus share ever the amount, if any, which the shareholder pays 
for it. In other words, it will apply to capital bonuses and also 
to issues on bonus terms. The market value will be taken “as 
the Stock Exchange valuation for the shares after the issue.” 

The estimated yield from the tax on bonus issues is £5 
million both this year and next, 


Increased Stamp Duties 
The possibility of a tax upon Stock Exchange transactions 
had been discussed as a probable political quid pro quo for a 
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bettmg tax. But, while the betting: tax has been reject 
because of its administrative Comp ‘exity and the difficulty: of 
working it equitably, all duties pertaining to stocks and shares 
are doubled—mainly, it appears, for revenue reasons, but pag, 
bably also because the Chancellor holds that stockbrokers have 
“done very well under this Government.” In’ fact, the 
duties on contract notes, transfers, bearer securities, ; 
and letters of allotment are all doubled, with the exi 
graduation retained. As it is, therefore, Mr Dalton will get a 
modest revenuc at the cost of significantly reducing the fr 
and flexibility of the market, without reaching those whom he 
presumably really wished to penalise. 

Duties on conveyances of land and property, and on leases 
and mortgages are also doubled, except for transfers. below 
£1,500 and tenancy agreements at rents below £100 pa, the 
duties for which are unchanged. 

The increased stamp duties take effect on August.:st 
and are nk arlene 
£20 million next. 


Legacy Duty Doubled 


The Legacy and Succession duty, the yield from which is 
small by comparison with the main death duty—the Estate 
Duty—has been remodelled on lines parallel to the changes 
made in Estate Duty last year. The rates of charge, which, vary 
with the degree of consanguinity, have been doubled et 
range from 2 per cent to 20 per cemt, except that bequests 
to charity still bear only 10 per ceni. Exemption limits have 
been raised in nearly all cases. These changes will produce 
no revenue this year, but the yield for 1948-49 is put a 
£9 million. The limit upon the value of estates for eligibility 
for the minimum Probate fee has been raised, 


The National Income 


HE annual White Paper containing the official estimates 

of the National Income* provides, every year, such a 
feast for the statistician, with so many fascinating byways 
to explore with the slide rule, that there is a certain 
temptation for comment upon it to consist solely of playing 
with the figures. 

Many of the stories it tells are, indeed, of great interest and 
importance; they are, or should be, the subject-matter of 
economic policy. Every year the official statisticians provide 
fresh evidence of their ingenuity—the principal novelty this 
year is a more detailed estimate of the balance of payments than 
has hitherto been publicly available. But despite all these 
grounds for gratitude, it would be a pity if the official estimates 
were accepted uncritically, or without any attempt to relate them 
to other available indications of the state of the nation’s econo- 
‘mic health. This year in particular, when the estimates relate 
to the first full year of peace, there are certain searching 
questions to be: asked, for mot all of which the White Paper 
provides an answer. 

The totals of the national income, in the two definitions that 
are in most common use, for 1938 and for the last three years, 
are as follows (all figures in this article are millions of 
pounds ; the figures in brackets, which cannot be deduced 
from this year’s White Paper, are partly constructed from last 


* “National Income and Expenditure of the United Kingdom, 1938 
to 1946,” Cmd. 7099. Is. net, The tables in the White Paper will 
be printed in next week’s issue of the Records and Statistics Supple- 
ment to The Economist. 





year’s estimates) : 


+ 1953 | 1944 1945 16 


Net National Income af national cost... .. f 4671 | 8,366 8,540 
(46,181) | (10,200) (am Hl 


Gross National Product at market price. a 5,744 


OF these two versions, the former is that favoured by the British e estimators, the athe 
& commonly used by the American experts of the Department of Commerce. 
between them are two: gross national product inchides, as income, oe 
de pre« jatton of existing capital, which are dedi betore Sees Doge 
secoadiy, “ national cost " excludes, while “ market price” inch ne inflating ‘a me 
iodirett taxes (less subsuties), 


It will be observed that the estimate for 1946 is below that 
for 1945—4.4 per cent lower, as the figures stand. Some falling 
off in national income as the efforts of wartime relaxed wi 
only to be expected. sii 

The totals can be re-arranged and analysed in a number ¢ 
interesting ways. Perhaps the most illuminating is to show 
(on a gross basis, at market prices) the total resources 
Sa Bee eae where they came from and how they wer 

used (the figures in brackets are those that have required som 
interpolation or estimation by The Economist):— ae 
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All these figures, of course, are affected by the change in the 


value of money; but some interesting comparisons can, never- 
theless be drawn. In’ 1938, if gross home output be taken as 
100, the net income from British foreign investments added 3 
and overseas disinvestment 1, so that the total of available re- 
sources was 104 per cent of home output. In 1945, the additions 
were 1 and $3, so that available resources were as much as 
309} per cent of home output (even without counting lend-lease 
receipts). Even in 1946, the drawings on the American loan 
(and other overseas disinvestment), together with the shrunken 
remnant of overseas investment income, enabled the British 
people to spend nearly 5 per cent more than they produced. Of 
total gross expenditure, Personal consumption made up 73 per 
cent in 1938; it fell to just over §0 per cent in 1944 and had 
recovered to 64 per cent in 1946... Capital expenditure—which, 
it should be remembered, includes all expenditure for the 
maintenance and replacement of existing capital—was 13 per 
cent of total expenditure in 1938, fell to 1 per cent in 1944 
and in 1946 had already recovered to about the pre-war 
tion. 

Another interesting, analysis of the figures shows the total 
of private incomes before and after the payment of direct taxes: 
| 1938 | 


“i 
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Me tiding larucee’ poclite: gickesdenal carahgs oad National DY eae 
Reckoned before the payment of tax, both wages and property 
income (including, however farmers’ profits and professional 
incomes) have both gained proportionately more than salaries. 
But after the payment of direct taxes, wages (including the 
appropriate part of the pay and allowances of the forces) have 
risen from 39 to 44 per cent of the total, while property incomes 
have fallen from 37 to 33 per cent. Salaries show little change 
in their proportion. 

This is one measure of the redistribution of real net income 
that has been produced by the economics of war and by heavy 
direct taxation. The same effect can be differently measured by 
the effects of taxation on private incomes of different sizes. In 
1938 there were 105,000 incomes over the surtax limit of 
£2,000. These incomes had 10.3 pet cent of the total of private 
imcome before tax and 7.2 per cent after tax. In 1945, the 
number of incomes in the surtax range had risen to 132,000; 
but they had only 6.5 per cent of the total of private income 
before tax and as little as 3.3 per cent after tax. The very rich, 
with gross incomes of £10,000 or over, who in 1938 were left, 
ater paying taxation, with 1.8 per cent of total net incomes, 
now have left a bare 0.35 per cent. In 1938-39, there were 
19,000 persons with met incomes of over £4,000; in 1945-46 
there were 885. 

From private incomes to the total of consumption expenditure 
is.am-obvious. step. In 1938, 83, per cent of private income 
Was-spent and 7 per cent saved, the balance going to direct 
taxation, The proportion consumed fell as low as 60 per cent 
id savings rose to 21 per cent in 1943, but the figures were 
tack last year to 72 per cent and 8 per cent. The total. amount 
of money spent on consumers’ goods and services at market 
Prices rose from £4,252 million in 1938 to £6,584 million in 
1946. These money figures, however, are meaningless until 
they are corrected for changes in prices, and fortunately this is 
the one part of the field in which the White Paper re-calculates 
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“Ti is at this point that it is necessary t to 3 stop and consider 
what the figures say. If the second line of figures’ is to be 
believed it says that the total volume of consumption in 1946, 
after allowing for price changes, was slightly in excess of 1938. 
That is to say, the reader of the White Paper is invited to 
believe that the average real standard of living of the British 
people in 1946 was back to the pre-war level—in fact, slightly 
in excess of it. 

Is this credible? The first instinct is to say that of course it 
is not, and that if the figures make such an assertion, so much 
the worse for the figures. But perhaps the matter is not quite 
so simple. In the first place, it is very difficult for anybody in 
the middle or professional classes—as most manufacturers and 
consumers of statistics are—to make sufficient allowance for the 
undoubted rise in the average standard of living of many, if 
not of all, wage-earners. The total of wages, of social security 
benefits and of the appropriate portion of the pay and allow- 
ances of the Armed Forces, after the payment.of direct. taxes, 
rose from something like £2,000 million in 1938 to something 
like £3,850 million in 1946. If the latter figure is corrected 
for a 53 per cent rise in prices, it still stands at £2,500 million 
—that is, the real net income of the wage-earning class has 
apparently. risen by about a quarter. 

Secondly, some light can be shed on the trend of consumption 
by observing what has happened in the various categories: — 


PERSONAL EXPENDITURE ON ConsuMERS GooDs AND SERVICES 
AT 1938 PRICES 








ay 1938 x} 1946 Change 
Increases :-—~ % 
Alcoholic beverages. 06 G56. aki s sc etinciss 285 320 } + 12 
TODAYS te ee Se Bas Be oe side Soins os | 77 236 + 33 
Rent, talta a8 Wate b..5. Fad \ Bac viccviovsevcse 491 514 + § 
Fuel ‘and Ds, nk ctighivaiceleAbentbaadie’ieined 195 215 + 10 
aoe newspapers and magazines CECA ORT uh c SERVOS 64 88 + 373 
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Comicon DOEVIEEE  Wocs.cessnccateseetetesi> 29 42 of 
POMC EPC E TT Ce eT tT te ee 64 302 + 5 
ten in kind of the Armed Forces ...........-++ 17 $1 +376 
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SUD A A. IEE RI 1,258 1232 ~~ 2 
Durable household mes sen tiseedrnhsastibaakie de 234 148 — 37 
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Private cteng S12 FN SEER USER mr oy —~ 44 
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This gives a rather different pictore. hie Deibedntsiahoatiide 
the first half of the table, instead of contradicting ordi 

observation—as the blunt statement that the standard of living 
is back to pre-war ‘apparently does—are in accordance with 
what can be seen on every hand, It is wholly apparent that 
much more is being spent on drink, tobacco, fuel and light, 
books, railway journeys, theatres and cinemas and the like. On 
the other hand, the statisticians were not, after all, trying to 
assert that the level of consumption of the big staple items— 
food, clothing and furniture—had returned to pre-war. So 
re-defined, the figures become much more credible. They say 
that the total volume of consumption has returned to the pre- 
war level but that it is still badly distorted and that the people 
are spending their money on things they would: not want if 
they could get larger quantities of the necessaries of life. The 
quantity of consumption has recovered, but not its quality. 

There is an additional point to be made concerning quality. 
It is quite impossible to allow, in»any: price index, for the 
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‘deterioration in quality that has occurred in many—indeed, in 
most—consumers’ goods and services. If allowance could 
be made for such changes in quality, then not even in a statis- 
tical sense could it be said that the standard of consumption 
had returned to the pre-war level. Even so, however, the 
shortfall would be far less than might be imagined, on the basis 
of their personal observations, by middle-class ooservers think- 
ing of the staple necessaries of life. 

This question of the proper allowance to make for the 
changed value of money has a wider importance. The White 
Paper has never attempted to correct its figures, other than those 
of consumption, for price changes. Year by year, however, 
The Economist has made the attempt, though it has never been 
pretended that the results are other than indications of probable 
order of magnitude. These calculations are carried forward 
to cover the year 1946 in the following table: — 


NATIONAL INCOME OF THE UnrtTeD Kincpom at 1938 Pricrs 


























1958 | 1944 | 1945 1946 
1. Gross output of the U.K. ...........+ | 5566 | 7153 | 6953 | 6,504 
2. Wet overseas interest, etce............. i 175—| 71 | 70 54 
3. Gross National Product............-. | 5,741 | 17,224 | 17,003 6,558 
4 Overseas borrowings or drafts on | 
Overseas capital... ..... 0020-00) { 7 | 471 | 612 | 272 
5 Gross Available Resources. ......... | 581 | (7,685) | (7,615) | 6,830 
6. Personal Consumption .........++.06. 4252 | 3,738 | 3,938 4,296 
?. Government Expenditure ............ 789 5,888 | 3236 | 1,640 
6. Gross Capital Exper diture ........... 770 CO} 69 | “41 C| 894 
9 Total Gross Expenditure............ 5,811 =| (7,685) ~=—«s« (7,615) 6,830 
Itern 6 is as given in the White Paper.. or correcting items 2, 4 and 8, an index of 
* national cost,”’ derived from last year’s White Paper, has been used. For item 7 an index 
of prices of goods and services entering into Government expenditure has been assumed. 
For 1946, the index of market prices of consumption goods and services is 153 (1958 : 100), 
the “ national cost "’ index is 147 and the “ Government expenditure " index is 142}. lt 
should be emphasised that the two latter indices, especially the last-named, are conjectural. 


The method of arriving at these figures is explained in the foot- 
note. It is based on the assumption that prices of consumers’ 
goods and services, which have been raised more by indirect 
taxes than they have been lowered by subsidies, have probably 
risen more than the prices of the things on which the Govern- 
ment spends its money or which enter into capital expenditure. 
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If the rise in consumption prices is known—and it is given jp 
the White Paper—the other price indices used cannot be very 
badly wrong and the resulting figures must be broadly fight 
This—and the great assistance that it is to have some’ 

of the real size of the national income—has been the justifies. 
tion, year after year, for publishing them. catty 

But it should again be observed what these figures purpott 
to show. They indicate that the gross output of the United 
Kingdom, adjusted for price changes, ‘rose in 1944 to 28} per 
cent above the pre-war level and that in 1946 it was still 17 
per cent above pre-war. Moreover, it would be possible fp 
show, by a little simple arithmetic, that the Government's plans, 
as outlined in the recent “ Economic Survey,” envisage an jn. 
crease in 1947 to a still higher figure. 

Again one must ask, is this credible? Is there any sense 
corresponding to reality in which it can be said that the real 
output of the British economy is to-day greater by one-sixth 
or more than it was before the war? Is it really justifiable to use 
price indices showing increases of only 424 to 53 per cent 
when the fact is on record that the average price of British 
export goods has increased by over 100 per cent? If this 
latter figure were taken as more truly representative of what 
has really happened to the value of money, then the national 
output, instead of being 17 per cent higher than in 1938 would 
be at least 10 fer cent lower. Many people would say 
that this corresponds more closely to the truth. And yet many 
of the other indicators contradict this view. More freight 
is moving on the railways, more steel is being produced, much 
more electricity is being consumed, no less coal is being burnt, 
than in 1938; many more people are at work. Is the national 
output inadequate in volume? Or merely distorted in its com- 
position ? 

This puzzling question cannot be answered from the statistics 
of national income. And yet it is the question on which, above 
all others, such exercises in statistical ingenuity ought to shed 
light. The experts of the Central Statistical Office, who have 
already put all students of public affairs heavily in their debt, 
have yet to crown their labours. 


Tobacco Shares Now 


HE Chancellor of the Exchequer has grasped the political 
nettle by increasing the tobacco duty by 50 per cent so 
that 20 cigarettes will cost 3s. 4d. instead of 2s. 4d. and a 
popular brand of pipe tobacco is increased from 2s. 10}d. to 
4s. O}d. an ounce. This week’s increase in the duty, unlike 
the succession of increases since 1938, is designed not specific- 
ally for revenue purposes, but to secure a reduction of home 
consumption of tobacco by 25 per cent and a saving in its 
dollar cost of $30 million: It is therefore quite different in 
character from the moderate increase that Mr Dalton was 
expected to make. His estimates—they are naturally rather 
tentative—suggest that the limits of exploiting the inelastic 
demand for tobacco have practically been reached: Very 
roughly, he estimates that consumers’ outlay on tobacco, in- 
cluding the higher duty, will further increase by about 7} per 
cent during the current financial year; he has increased the 
selling price of cigarettes by 43 per cent and is aiming at a 
reduction in consumption of no more than 25 per cent. This 
guess can only be confirmed by the practical test of the market. 
The National income estimates show that personal expenditure 
on tobacco rose without any semblance of check from £177 mil- 
lion in 1938 to £603 million last year, while home consumption 
of tobacco increased from 190 million ibs, in 1938 to 250 million 
Ibs. in 1946. 
A cut of a quarter in home tobacco consumption would 
reduce the total from 250 million Ibs. to say 190 million Ibs.— 


exactly the same figure as in 1938. Table I puts Mr Dalton’s 
target in perspective against the tobacco supplies for the United 
Kingdom. Total imports of tobacco last year amounted 
433-4 million lbs. of which (as Table II shows) the United States 
provided 365.8 million Ibs. of nearly 85 per cent of the whole 
Imports from Empire sources (including Canada, though this 
isin the hard currency area) totalled 63 million Ibs. Thus-home 
consumption last year absorbed less than 60 per cent of sot! 
imports ; stocks were increased by no less than 100. aiillion 
lbs. to 380.3 million Ibs. The 1946 import figures included 
a large proportion of the 1945 crop, which was directly pur 
chased by the Government and imported in 1946, and abo 
a considerable part of the 1946 tobacco crop bought and paid 
for in that year under the resumed private purchasing arrange 
ments. wy 

Purchases of tobacco last year from the United States and 
Canada (as distinct from imports) absorbed about £47 million 
in dollars, of which £9} million should be offset by re-Cxports 


against dollars—and £3} million for addition to stocks. Takiag 
home consumption alone, therefore, the current rate’ in the 
past financial year would probably have cost about £32 million 
in dollars, and not £56} million. The former figure is clos! 
related to the estimated dollar saving of $30 million to wilt 
Mr Dalton referred on Tuesday on the assumption of a 25 7 
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cent cut in tobacco consumption. The dollar cost of tobacco 
for home consumption will be less than 10 per cent.of the 
first year’s drawings on the loans—a very different ratio,from the 
usual idea that one-third of them have been spent on tobacco. 
The decision last August to permit manufacturers to draw from 
bond 120 per cent of their basic quotas for use in the home mar- 
ket suggested thar the Government was fully prepared to meet 
the doilar cost of a higher rate of tobacco consumption in the 
interests both of morale and of the Exchequer. Faced now with 
the alternative of rationing or a swingeing increase in the duty, 
the Government has rightly preferred the second course, Tobacco 
would be a difficult article to ration, and it would provide a 
welcome opening for new enterprise in the black market. 

The figures in Table II show that tobacco supplies from 
the United States could not be readily replaced by Empire 
and Oriental tobaccos. An increased proportion of Empire and 


—— 


Tapie I—U.K. Tosacco Suppiizs 1938-196 





in million Ibs. 

| 1938 1945 1946 
csieciiieaiaa acti en a ne caoatlaetienemnetiaenitiati Dit ii gee aneagee 
WMG. 02. ER A 46-1 | 369-1 433-4 
Home Comsumption ... . 2... nnccccnrecvcccnnstcnes 190-0 233-8 250-4 
HAORES kee eee eevee edcssteenecpscacece 40-5 37-0 54-7 
HM. Forces, Ships’ Stores, ete... 00.0... Ui eee 23-0 48-8 19-2 
Bonded Stock en@ YO@r (4)... ences ccccedsccnewences 583-1 278-1 380-3 


2 ca nang neon ——- een a eee 


(a) Almost wholly manufactured. : 


Oriental tobaccos could be blended with American leaf without 
unduly offending the British palate (which has come to regard 
Vurginian tobacco almost as its exclusive taste), but that policy 
would require more machinery and a radical improvement in 
the supplies of oriental leaf. As for Empire tobaccos, Rhodesia 
might be capable of increasing its output by 50 per cent during 
the next few years ; its ultimate ambition of producing 100 
million Ib. is impossible for several years. to come. because of 
shortage of labour alone. An increase in the consumption of 
Empire tobacco may now be more difficult to encourage because 
the price differential (reflecting the preferential duty) between 
Empire and American manufactured tobaccos is now so narrow 
asto be scarcely effective. 

What does the higher duty imply for tobacco shares and divi- 
dends? So far, the leading companies have been able to absorb 
increased costs of raw tobacco, holding of stocks and increased 
charges for almost every raw material and grade of labour, 
because their total turnover has been steadily increasing. _ If 
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Taste 1i—Principat SUPPLIERS 


(million lbs.) 
A A 
1935-59 | 1940-44 | 1945 1946 

















Mr Dalton’s rough estimate of a reduction in consumption 
by as much as 25 per cent proves to be anywhere near the mark, 
the profits of even the best tobacco companies might present 
atather sorry picture in a year’s time. Perhaps a reduction of 
%$ Much as 25 per cent may not in fact occur but it is 
mprobable that the amount of tobacco consumed will be 
maintained. Even if demand settles down at some intermediate 
Point, the reduction in turnover is likely to have a significant 
eect upon tobacco profits if retail prices remain unchanged. 
The companies can anticipate little relief from the smart rise 
M the-price of both American and Empire leaf tobacco since 
1938. A cut in the British demand might have an unsettling 
‘fect on American prices but the relief would not be seen in 


5% 
tobacco costs for some time, owing to the companies’ policy of 
equalising the costs,of their leaf supplies, 

‘For tobacco ‘shareholders, therefore, recent prices of raw 
tobacco are still highly relevant. Empire producers have been 
receiving 75 per cent to 200 per cent more than their. pre-war 
prices. Canadian flue-cured cigarette tobacco has been costing 
35 cents a lb. compared with 20 cents before the war; in 
Southern Rhodesia, cigarette tobacco has risen from 10d,_ to 
323d., while in the United States farmers’ prices for flue-cured 
tobaccos have advanced from an average of 23 cents for the years 
1934-38 to about 50 cents in 1946. b & 

Ever since the end of the war, the high prosperity of the 
tobacco industry has been accepted with a certain scepticism 
by the far-sighted investor... At first the tobacco companies 
were regarded as enjoying an evanescent boom which might 
be rudely checked as soon as consumption goods generally were 
in freer supply. That has not happened on a sufficient scale to 
make any material difference to tobacco consumption. On the 
demand side, until late on Tuesday afternoon, it seemed’ that 
the industry was as well secured as eyer. That assumption has 
now become fallible. Some fall in consumption seems inevitable, 
even though it may. not reach.Mr Dalton’s 25 per cent target. 
On the supply side, the end of the rising cost trend is not yet 
in siggt ; the strain of financing the higher cost. of: stocks, part 
of which will now carry a 50 per cent increase in duty, will 
be further increased. This strain has been vividly illustrated in 
the recent attempt of the Imperial Tobacco company to adjust 
its ordinary share capital and to replace the short term financial 
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: TABLE I1l—Towacco SHARES AND* YIELDS © 





























! 
1938-39 i Latest: Year Ordimary Share Prices$ 
| 
Earned } Paid | Earned; Paid Pre- Post- Yield 
on on on on Budget | Budget | per cent. 
Ord. Ord: Ord. » + {Mon., ‘ed.; on 
% % % % ~|Aph 14) {Ae 16) Latest Div, 
i : tintin 
British - American fs 
Tobacce (a) ...- 2l-1t ; 20-0t 17-8t }..14-7¢ |. 142/6 145/- 19. it 
145/- | 145/- | 416 
Carreras (6) ...... 60-5. | 35-0 54-4 35-0 147/6 | 147/6 41411 
19/6 |. 19/3 417 5 
Gallaher (c) ...... 40-1. | 27-5 | 47-7 | 32-5 | 132/6 | 132/6 | -4 18-1 
Imperial Tobacco . 26-2t 25-0t | 25-5t 19-25+; 140/~ | 3136/3 2 
Phillips, Godfrey... | 11-5 | 9-0 | 22-4 | 15-0 | 57/6 55/- | 510-1 





(a) Ord, Cap. increased in 1940 from {23,702,761 to £23,757, 761. 

(b) Increase in Ord. “B” from £1,228,628 to £2,468,730 in 1939. 
(c) Ord, Cap. increased from £1,707,552 to £2,000,000 in 1946. 

} Free of Tax. t All £1 denomination except Carreras “ B,” 2/6. 





commitments which the company has undertaken for financing 
of stocks. Looking further ahead, it is well to remember that 
taxes have a habit of sticking well beyond the period to which 
they are appropriate. A tobacco tax at the existing rate when 
consumption goods were in freer supply or food prices dearer, 
or employment less full, might well have a devastating effect 
on demand. 

It is hardly surprising therefore that tobacco shares should 
have been hit so severely by the Budget. Table III shows some 
representative share prices and yields. Even before the Budget 
the latter were well in excess of the average return of indus- 
trial equities—4.39 per cent at the last calculation of the 
Actuarigs’ index. Now there are even deeper uncertainties about 
future earning power, which may be mitigated by recovery in 
demand later this year when consumers have become hardened 
to higher prices and could only be avoided altogether if the 
companies decided to pass on mereased costs to the consumer 
of cigarettes as they have recently done for pipe tobacco. 
An increase sufficient to cover the whole of the rising costs of 
the manufacturers would be a very modest affair indeed com- 
pared with Mr Dalton’s new. impost. It might therefore be 
prudent not to take too tragic a view. of the present position 
of tobacco shares. The ee ae yee 

test of all is perhaps the possibility consump- 
a wil ner fall suticentty’ t satisfy Mr Dalton; if that 
happened the Government might in a year or two’s time be 
disposed to take even more drastic action to ‘reduce the dollar 
expenditure on tobacco. 








Business Notes 


Budget Reactions 


In principle, Mr Dalton’s third Budget was designed to assist 
the gilt-edged market and to damp enthusiasm for equities, in 
practice, the reverse has happened. Gilt-edged failed to benefit 
from the negative stimuli of the Chancellor’s reiterated case for 
cheaper money and from his increases in the profits tax and in 
stamp duties, which are aimed very largely at ordinary shares. 
But equities found Mr Dalton’s new burdens less arduous than 
had been expected, and they were quickly counting the blessings 
of tax increases which Mr Dalton might have made, but did not. 
Since the Chancellor confined his new indirect taxation to tobacco, 
there was a sigh of relief for brewery and cinema shares ; since 
his attack on speculative profits was confined, by implication, to 
the Stock Exchange and left betting untouched, dog racing shares 
zebounded ; and even tobacco shares, after a sharp fall, rallied 
appreciably. 

These, of course, were impact adjustments to the removal of 
fear ; more refined calculations will be necessary before it is safely 
established that restrictions of output—and of dog racing—will 
justify the present levels of many ordinary shares. In its first 
reaction the market was inclined to argue that the increased profits 
tax was a good “swap” against the removal of EPT, was 
busy on its calculations about the position of companies with a 
heavy liability for EPT and a moderate capital gearing, for which 
the new profits tax would leave the greatest margin “to go for.” 
But it is doubtful if such nice caloulations at the margin will 
have very much significance, in terms of prices. After all, the 
removal of EPT is far from being a new market factor, and the 
present tendency in some quarters to begin publicising it all over 
again merely reflects the wish to make the best of the imposition 
of a new tax and not the unexpected withdrawal of an old one. 
It would indeed be surprising if the market had not long since 
capitalised all of the good in the withdrawal of EPT. Its present 
task is something much bigger than the adjustment of prices to 
measure the differential effects of two taxes ; it is to make some 
estimate of the consequences, in terms of profits and earning 
power, of the fuel crisis, which, as Mr Dalton emphasised on 
"Tuesday, will fall with particular severity upon earnings in the 
fiscal year 1947-48. 

The new tax on the “ bonus element,” with its dubious moral 
principle of permitting, on payment of a fee to the pardoner, what 
the Chancellor has always maintained is indefensible, is a matter 
of general condemnation in the City. Here, certainly, is all the 
evidence of Bourbonism, which never forgets and never learns. 
There are many issues which would not, in the ordinary commerce 
of the market, be regarded as bonus issues, but which are made 
at a price somewhat below the market price ; at the other extreme 
lies the 100 per cent capital bonus. The cost and complexity of 
raising mew capital, even where the so-called bonus element is 
moderate, will be greatly increased, and for the “free bonus ” the 
effect will be so punitive that they will be entirely out of court. 


* * * 


Rallying the Patriots 


As for the cool aloofness of the gilt-cdged market, that was 
hardly needed to point the general verdict on the Chancellor’s 
disquisitions on cheap money. The much-trumpeted defence 
disappointed even the critics. It is not that there is any real 
disagreement with the general tenor of Mr Dalton’s arguments. 
But he wholly missed the point of the recent criticisms,@vhich in 
these columns as in other responsible quarters have been based 
exclusively on wide grounds of economic policy and not at all 
upon sectional or political grounds. It would be easier to give 
the Chancellor the benefit of the doubt, and assume that his 
evasive omission was accidental, if he had not also tried to shift 
this purely economic issue to a moral plane, with characteristic 
histrionics. But the question whether a given rate of interest is 
economically—even socially—advantageous cannot be burked by 
rallying cries for “ patriots.” “Is there really a British citizen,” 
boomed Mr Dalton, “ who is either too avaricious or too frightened 
of the future to lend money to his country at 2} per cent on 
long-term?” Again, “the faction of whom I speak would en- 
throne the usurer over all, trample the common man in the dust, 
and consolidate ca’ in, our. national life” Resounding 
phrases, these; but is this really a British Chancellor in the 
eee Meant, peng ae acoiamadtic. in. the, Nile 

s 


It is small wonder that the City was unimpressed, and inter. 
preted these noisy phrases simply as signs of weakness. But jt 
is a pity, none the less, that the Chancellor ines to t 
that hardly anyone—and none of the serious journalistic critics 
whom he so regularly attacks—has advocated dear or even dearer 
money. They object simply to the recent accentuation of 
money in conditions of inflationary dangers, and Particularly to 
the speed with which the Chancellor has pressed towards his 
objectives. Their objections are based, nor upon any tenderness; 
for the rentier as such, but upon the fillip which such tactics haye 
recklessly given to inflation, with resultant wastage of scarce 
national resources. Obviously, a low rate of interest at long-term 
is imperative if the huge burden of debt is to be supportable: 
but that is not an argument for pushing aggressively to still lower 
levels, against the natural trend, in conditions of post-war scarcity 
at a time when the wartime defences against inflation—the 
physical controls—were perforce being relaxed. 


* x a 


Real Savings in Interest ? 


The short-run saving to the Exchequer is in any case small. 
far smaller. than the Chancellor’s figures imply, His calculations 
were of course made on a gross basis, before allowing for’ fos 
of income-tax (not to mention sur-tax), but even the reduction 
in net payments would not measure the true saving to the Ex- 
chequer. Without raising afresh the controversial question of 
the extent to which the “ departments” have: had to absorb larg: 
quantities of long-term securities themselves because the public 
has been reluctant to accept the Chancellor’s terms, it is at least 
clear that one major consequence of the tactics of the past 
eighteen months has been to enable the banks to exchange from 
low-yielding to high-yielding assets. Since August 1945, th 
month before the cheaper money drive was launched, their invest- 
ment portfolios have expanded by £329 million while their 
holdings of Treasury deposit receipts have dropped by £676 
million, In effect, upon £329 million of the £635 million o 
“true” deposits which have been created during the period, the 
Treasury is paying, say, 2} per cent instead of the 1} per cent 
which would have been paid before, and the j per cent which 
has been payable since, the cut in short money rates in October 
1945. The resultant gross loss almost equals the £6} million 
gross saving which Mr Dalton claimed on his long-term opera 
tions. 

But, whether the saving is real or nominal, the policy is to be 
“resolutely ” followed—though what precisely the policy is now 
is no clearer than it was after the economic policy debate. The 
public “is to be gradually conditioned to the idea of 2} per cent 
as the maximum rate of interest on long-term loans to the 
British Government”; but the impression that this rate is 2 
present intended to apply to dated stocks such as 2} per cemt 
Savings Bonds rather than to irredeemables is somewhat stronger 
than it was. In the circumstances, it is hardly surprising tha 
the gilt-edged jobbers, whom Mr Dalton blamed for the ctisi 
set-back, have so far apparently disappointed his hope that they 
“ would feel stronger to-morrow.” At least they cannot be blamed 


for that, 
* ® * 


Increased Coal Allocation 


Revised allocation arrangements were announced last wee, 
after The Economist had gone to press, of the extra 100,000 tons & 
coal to be made available to industry each week from April, 17 
to the end of May. Basic allocations to industry will be raisd 
from 33} to 50 per cent and in addition the Regional Fuel Allow 
tion Committees will continue to make supplementary 
from their pools, In the North-West Region it has already beet 
announced that all sections of the cotton trade are to receive 75 
per cent of their November quota, which gives the industry d 
same coal ration as ‘steel. This region hopes to make suppl 
mentary allocations available to other industries when the DY 
summer coal programme is introduced in June. 

The method of allocation, granted the increased supply figust 
of 100,000 tons, is hardly a matter for controversy. First, # 


industry must be assured of sufficient supplies to restore the fo 
of components and semi-finished the industn 
system. It would be a hopeless and invidious task. ro acvesnet 
to apply a priority allocation system for individual concerts 
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- will become even more acute. The new i 
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Second, the adjustmenrz of between different sectians of 
localised industries is besr to be worked out by the regional 
committees. “There are, however, other key industries for which 
it is necessary to fix a national quota. Steel and public utilities 
have been in such a position from the start. The present 75 per 
cent quota for steel may seem “fair” by comparison with other 
industries, but unless it is increased the current shortage of steel 
: system will 
be in operation for a mere seven weeks, for at the beginning of 
June the summer programme is to be introduced. The first full 
month of the summer coal production period and the five-day 
week will then have passed, and some closer budgeting of summer 
coal production ought to be possible. But the restoration of cdal 
ies to industry is a painfully slow process, involving delay 
and diseconomy in production of all kinds. Industry at the end 
of the third week in April sull thas no clear idea of the total sup- 
plies of coal which it may receive before winter sets in. Realistic 
budgeting for coal in the summer month; and the prompt alloca- 
tion of supplies are urgently needed if arrears of production are 
to be overtaken this summer. 


* * * 
Britain’s External Account 


Despite the detailed analysis presented in the Economic Sur- 
sey, the latest National Income White Paper gives much fuller 
infonmation about Britain’s balance of payments than has ever 
previously been made officially available. 
provisional figures of the Survey, and reduces the estimate for the 
overal] deficit On current account in 1946 from £450 millien to 
£400 million. This difference is explained by. xsevisions. which 
add {20 million to the adverse visible balance and £70: million 
to. the net invisible income. Whereas the Economic Survey 
showed invisible items, other than Governmental payments, under 
qwo net headings only, the new analysis gives the four main 
categor.es—shipping ; interest profizs and dividends ; sourist pay- 
ments ; film remittances and other items—separately, and shows 
the first two on both sides of the account. Interest profits and 
dividends for 1946 are now put at £80 million, instead of the £60 
million in the Survey, while the remaining items, which previously 
wete reckoned to require a net paymen; of £10 million, are now 
estimated 10 yield a net credit of £40 million. - The revised figures 


are as follows : 
(£ Mn.) 
i Payments Net Receipts 
MEN os SoS SeRRS S05 AL 150 140 10 
NS ins soto 4d bMale dkile GARD ‘ze bias —IT 
I... » « aoneurgit Stine a saa oe 25 —25 
Mescellancous ......i.52.00200 ma uf 72 
40 
Ly 
interest, profits and dividends . 150 70 80* 


There is also am analysis of ogg fl tr get aboamnoniga 
expenditure abroad, fram which it appears net cost 
Gemany was a good deal less than has been generally supposed— 
only £38 million. 

White Paper continues the analysis of external liabilities 
of the United Kingdom first given in the Statistical White Paper 
which accompanied the Anglo-American Loan Agreement ; it 
oe for the first time a detailed analysis of the capital 


in the balance of payments, showing how the {£400 
million deficit was financed. 


Balance or PAYMENTS 
Capital Account* 


1945 1946 
Gold and U.S. dollar weserves ............s00s4 , — § 61 
0S. and Canadian limes of credit. ........4...«- ail —279 

US. Govt. Loan (Lend-Lease, etc., settlement)... —lél a 
Other loans to H.M. Govt........++++ is keels Clana — 48 38 
Met sterling, etc., liabilities .......-.....-++0005 —445 —148 
COREE GM vos. xb.ad.s sd be beh. —li0t} —7Ot 

iptions under Bretten Woods Agreement 

SE LOMO oo ECE EEE Pe SERPS oe 33 
Ree ese BSPTEE? CSU, A PE 8 ~—108 — 35 


Total external investment (equal to balance on 
Cont accomeb)is sinks ss Cieds nner e% cm —875 —400 
* Increases in assets and decreases in liabilities are shown as positive, 
and decreases in assets and increases in liabilities as negative items. 
{ So far as ascertained. : ; 
+4acluding an allowance for errors and omissions on capital account. 


Britain's holding of and dollar reserves nose by a 
futher £13 million im the ne 1946 to £642 million— 


It- also, zevises the - 
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an increase of £61 million during the year. On the other hand, 
total external liabilities rose from 5 million to. £4,214 million, 
of which £2,920 million (against- £2,971 million) represented in- 
debtedness to the steriing area. “The amount due to North and 
South America, including drafts on ‘fhe doltar credits, was £847 
milfien and that due to European countries and their dependencies 
was £356 million. 


The Problem of India’s Balances 


Tt was reported from Calcutta this week, and confirmed in 
London, that negotiations on the future of India’s accumulated 
sterling balances are to be resumed—probably around the end of 
next month. The talks in New Delhi in February were ex- 
ploratory and conducted at the official level ; the new discussions 
will take place in London, and will be on a ministerial ‘level. 
There is, unfortunatefy, tittle reason to suppose that the past few 
weeks will have significantly narrowed the wide difference be- 
tween the points of view of the two parties which was plainly 
revealed in February. But at feast the Indians now recognise 
the extent of the difference and probably well understand the 
position in which Britain is placed. The hard facts of Britain’s 
balance of payments problem make it virtually impossible for the 
present arrangements to endure beyend Ff 15th, when cur- 
rently accruing sterling becomes freely “expendable” in con- 
fermity with the Anglo-American Lean Agreement. 

In the earlier talks, the British delegation obviously impressed 
upon India the imperative need for economy in dollar expendi- 
ture, and ome apparent -by-product of) this was the. Imdian 
embargo upon imports of bullion. But, although India may be 
showing a sense of responsibility im its import policy, thence is 
little doubt that it is making met demands upon the dollar pool. 
In addition, at present: India’s i fzem accumulated 
sterling balances are limited only ‘by its capacity to secure deli- 
veries of goods ordered im Britain or elsewhere in the sterling 
area. Hence, as is well known, a substantial block of British 
exports has for some time served only the purpose of redeeming 
accumulated debt to India. After July 15th, however, any 
accumulated sterling which is available for current expenditure 
at all, must be equally available for such expendiure im the 
doHar area. ff, therefore, India ‘thereafter retained the present 
freedom to spend accurnulated sterling, it would be able—subject 


Records and’ Statistics 


In addition to the short “ Statistical Summary” which 
appears weekly in The Economist, a full service of * 
statistical and factual information appears weekly in 


Records and Statistics 
Supplement to The Econonust 


of public affairs, including Parliamentary 
digests of state papers, and industrial and commercial 
reports from home and overseas, It is believed to be 
the most comprehensive statistical and factual report 
appearing weekly anywhere in the world. 

The Records and Statistics Supplement to The 
Economist is available by postal subscription only. The 
subscription, which may be sent direct to this office or 
through a newsagent, is 30s. per annum. For those who 
are already direct postal subscribers to The Economist, 
the economy of posting both publications together makes 
it possible to quote a Goaleeil iption of £4. 
Subscribers to The Economist who wish to receive 
Records and Statistics should notify this office as soon 
as possible, but are asked mot to send any money until 
an account is rendered. It is regretted that it is no 
longer possible to supply back numbers of Records 
and Statistics oc to date subscriptions back. 

Paper shortage also makes it impossible to supply 
sample copies. Fer a limited time, however, subscribers 
to and Statistics will be allowed, if they wish, 
to cancel any unexpired portion of a subscription. 
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only to “moral” and purely voluntary restraints—to utilise the 
accumulated balances to place large orders in the United States 
in addition to the orders in the United Kingdom. 

Even the existing strain is greater than Britain’s balance of 
payments can reasonably be expected to bear, and the pressure 
would become intolerable if the drain upon British exports were 
augmented by a specific drain upon dollar reserves. Britain, for 
its part, naturally hopes that it will be possible amicably to reach 
a comprehensive settlement—possibly for a limited term of years, 
as in the case of the Argentine Agreement—before, or at least 
shortly after, July 15th. But if these hopes are disappointed, it 
is hard to see how the British authorities can avoid imposing 
some restrictions upon the use of the accumulated balances. 
Such a step, if taken, would not be a sanction intended to force 
India into an agreement ; it would provide, inexorably, the only 
means of saving Britain’s dollar resources and export potenual 
from an intolerably rapid rate of dissipation. As the Chancellor 
said in his Budget speech, “ unrequited ” exports are a “ luxury 
of which we can afford very little for many years to come.” 


* a t 


Liverpool on Shipping 


Liverpool shipowners ire renowned for their independence, 
and the annual report of the Liverpool Steam Ship Owners’ 
Association reflects a good deal of the cautious detachment of 
the North. The report reproduces some calculations and com- 
parisons of the volume of UK exports, which show that by. the 
end of 1946 the volume of 1938 had been surpassed. It goes on 
to point out, however, that the year 1938 “was itself. anything 
but satisfactory”; that the volume of exports other than coal 
fell short of 1938 as a whole; that in 1946 exporters were en- 
ree a sellers’ market ; and that “there is little ground, there- 
ore, for self-satisfaction in the progress so far made.” Examina- 
tion of the statistics shows two important facts. First, a much 
larger proportion of cargoes than before the war is being carried 
in British ships; secondly, the amount of cargo carried per 
roo tons net of shipping exceeded that of 1938 by 41 per cent 
in the case of imports and more than double in the case of exports. 
This gives an idea of the extent to which economy in the use 
of tonnage has offset the shortage imposed by war losses, but 
it must be remembered, as the report points out, that the degree 
of concentration of British ships on UK trades has been at the 
sacrifice of participation in the foreign-to-foreign trades which 
éontribute so much in the way of invisible exports. Foreign 
tonnage, meanwhile, has been able to seek more remunerative 
employment in trades from which British ships have been tem- 
veal aichdboun 
The Association expresses doubts about the future earning 
power of British ships. In the first place, there is the inevitable 
gap between the cost of replacements at current prices and the 
money made available by depreciation, plus compensation, based 
on pre-war building prices. Whether in the long run the earning 
power of a new ship will cover that gap is questionable, in Liver- 
I’s view. A ship’s earnings are necessarily depleted by delays 
port, and in this connection ship-repairing delays and costs, 
a favourite target of Liverpool. shipowners, are singled out for 
special attack. A liner to-day, it is claimed, takes not Jess than 
20 per cent longer on a round voyage than before the war, while 
dry-dock repairs take twice as long and cost 2j times as much. 
This is attributed mainly to “failure to give a full and fair day’s 
work” ; but little or no allowance is made in the report for the 
shortages of materials. such as timber, steel and paint, the in- 
crease in their cost (as much as tenfold in the case of paint and 
threefold for timber), ithe demands of reconditioning and re- 
conversion work as well as postponed overhauls, and the intro- 
duction of the five-day week. Nevertheless, whatever their 
causes, increased building and operating costs, apart from port 
delays in all parts of the world, are bound to have an ariverse 
effect on a ship’s earning power, and the long-term prospects of 
shipping earnings do not warrant undue optimism. 


x * * 


World Tin Conspectus : 


The first meeting of the Tin Study Group opened in Brussels 
last Tuesday. The Study Group was set up on the recommenda- 
tion of the Tin Conference which met in London last October, 
when representatives of eight major tin-producing and consuming 
countries attended. Its function is to survey the Jong-term supply 
and demand position of tin. As with the recent inaugural meeting 
of the Wool Study..Group, only four days were allotted for the 
Tin Study Group’s first meeting and momentous decisions are 
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hardly expected to emerge within that time. Output of th major 
producers in 1946 is unlikely to have reached 60 per naa of the 
pre-war (1936-39) average. Production in Bolivia, i Congo 
and Nigeria has increased considerably, but only small quantities 

are yet available from Malaya and the Netherlands East Indies 

Rehabilitation in these two countries has been much slower than 
was expected, owing mainly to shortages of coal and new equip- 

ment. Reports from Singapore suggest that plans are in operation 
for a large-scale change-over from coal to oil in Malaya for both 

power stations and dredges. But this measure can bring little 

improvement for some time. The agreement between Siam, the 
United States and the United Kingdom, whereby 16,000 tons of 

tin which accumulated in Siam during the war years were fe. 

leased for export, has been renewed for a further three months, 

and much of the tin has yet to be shipped. When tin output jn 

the Far East does reach pre-war levels and if capacity in both 

Africa and South America is maintained at current figures, the 

question of a restriction scheme may be raised. In some quarters 

it is held that the world shortage of tin will have largely d's. 

appeared by the end of 1947. This is indeed optimistic ; unless 

conditions in the Far East improve at remarkable speed, stringency 

is likely to last well beyond 1947. 

One question which merits examination is that of smelter 
capacity. The operation of the Texas smelter, which was built 
during the war and is believed to be capable of producing between 
50,000 and 100,000 tons annually, dependent on the grade of ore, 
is an important factor in the world tin situation, particularly if 
it is intended to run it permanently in peacetime at an optimum 
throughput. It has also been reported that Argentina intends to 
increase its smelting capacity from its present low level of 850 tons 
of metal a year to 2,600 tons. But Argentina has recently con- 
cluded an agreement with Bolivia for the annual purchase of 
8,000 tons of tin concentrates for a period of five years. If Argen- 
tine smelting capacity is not increased beyond the 2,600 tons Jevel, 
a large stock of concentrates will have been built up by the end 
of the contract period. Perhaps Argentina also has in mind the 
creation of a strategic reserve. The main problem for study, 
however, is the extent to which smelter output will be conditioned 
by market forces and how far it will be arbitrarily determined by 
governmental policy. It is estimated that consumption in the 
United States would be substantially higher if the American 
Government’s allocation of tin supplies between domestic users 
were lifted. The American motor industry is reported to be 
using only 2-3 lb. of tin per vehicle compared with 7 Ib. before 
the war. In the United Kingdom home consumption of tin metal 
in 1946 was 17 per cent greater than the 1935-38 average. 

The deliberations of the Study Group are likely to be formal, 
and most of its time will be taken up in estimating current and 
prospective production and consumption and perhaps in devising 
future procedure. It is known that the Belgian Congo producers 
are in favour of some form of international regulating scheme, and 
since there will be insufficient time to discuss this policy question 
in detail, perhaps it will be delegated to a sub-committee. An 
issue of this importance, however, cannot be taken very far by 
a Study Group ; it is, after all, a quéstion involving the executive 
authority of governments—to say nothing of the right of the 
consumers to obtain a full hearing. 


* * * 


Bank Advances Analysed 


The value of the new classification of bank advances grows 
steadily as each new quarterly return appears, and the latest 
statement, relating to February last, has the particular merit tha 
it presents the comparative figures for February, 1946, W 
were, rather inexplicably, suppressed when the first retum 
appeared last November. For the first time, therefore, it 8 
possible to trace the post-war movement of bank advances ® 
aetail without the considerable distortion produced by 
influences. In view of the extent to which industry accumula 
liquid reserves during the war, and of the fact that its borrowings 
since the war must have been strongly influenced by Goveflr 
mental disbursements such as EPT refunds as well as the I& 
opening of the new capital market for essential purposes, the 
advances’ figures might not have been expected to afford a very 
reliable index tc the underlying course of business. But, in fact 
the pattern which emerges from a comparison over the past 
twelve months confcrms. quite closely to that presented by the 
Economic Survey and the industrial scene as a whole. a 

It is questionable whether the acute phase of the fuel crs 
had as marked an effect upon bank advances as had been : 
but in any case the February return was completed before: ste 
influence could have made itself felt. The figures—given *™ 
full comparisons in the Records and Statistics supplement this 
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week—yet reflect the difficulties produced by shortage of fuel 
and fabour at the poifts of worst bottle-neck ; thus, apart from 
entertainment, the only groups to show a net reduction in borrow- 
ings over the year are cotton, which has declined from £7.1 
million to £4.8 million; coalmining, down from £8.9 million to 
£3.5 million ; and iron and steel, down from £15.4 million to £14.6 
million. On the other hand, the biggest relative growth during 
the year is shown by public utilities, up from £7.3 million to 
£13.5 million, and transport and communications, up from £9.6 
million to £13.0 million—both of which movements suggest the 
resumption of re-equipment work. The large proportional in- 
crease in wool (from £4.3 mullion to £9.5 million) reflects an in- 
crease in privately-held stocks and advancing prices. 

In the total increase in edvances during the year, by £178.7 
million to £1,027 million, the largest single element was naturally 
the expansion of the personal and professional group, which has 
risen by £55.7 million and accounts for 28.7 per cent of the 
total. Excluding this group, the largest increases have occurred 
in retail trade, one evident effect of the bigger flow of consumers’ 
goods ; “other” financial (i.c., excluding stockbrokers in their 
professional capacity); agriculture and fishing ; and builders and 
contractors. These four groups, with a further £15 million for 
“ unclassifiable ” industry and trade, account for £73 million of 
the year’s growth. Other important groups, though still rising, 
have in. general absorbed a smaller share of the total. Thus the 
engineering group, which has expanded from £66.6 million to 
£72.7 million, now represents 7.1 per cent of the total compared 
with 7.8 per cent twelve months ago. Even so, it has apparently 
a larger share than before the war, which probably reflects the 
slower rate of turnover of working capital owing to the disloca- 
tions caused by shortages of materials and components. Similarly, 
the food, drink and tobacco group has expanded by £7 million, but 
the proportion has dropped from 6.8 per cent to 6.3 per cent. 
Advances to local government authorities are virtually unchanged 
over the year, though somewhat higher on the quarter, but the 
proportion has dropped from 9.3 per cent twelve months ago to 
7.7 per cent. 

+ * * 


Savings Statistics Rationalised 


The National Savings Committee has started the new finan- 
cial year with a reform of its weekly series of statistics which is 
none the less welcome for being so long delayed. Throughout 
the wartime campaign, as is well known, the Committee regularly 
published only gross figures (except, necessarily, for savings bank 
deposits), despite the fact that since about 1944 encashments of 
savings certificates and bonds have risen steeply, with the result 
that the gross figures became almost meaningless. The new form 
of return, which shows gross receipts and repayments separately 
under each of the three headings, meets all—or nearly all—the 
recent criticisms. It is worth noting that the new table itself still 
does not measure the exact net cash contribution from small 
savers because it excludes the interest portion of the amounts paid 
out on encashment of savings certificates. The interest disburse- 
ment is, however, shown as a footnote. Similarly, the repayments 
column—which would be better described as “ encashments ”— 
excludes redemptions of securities at maturity. Interest accrued 
on the outstanding total of savings certificates and deposits is 
separately moted and is not included in the week’s gross savings. 
As formerly, the weekly figures will exclude credits to, and with- 
drawals from, Service Release Benefit accounts. It would be a 
valuable improvement of this more realistic statement if compara- 
tive figures could be given for the previous year ; and a marginal 
note of the Benefit Accounts would also be appreciated by many 
statisticians. 

The return for the first week, to April 12th, is reproduced in its 
official form below, from which it will be seen that net savings 
totalled £14,071,000. To this total, gross sales of new savings 
certificates contributed £13} million, a relatively high figure, which 
suggests that the raising of the limit above the amount for each 
individual holding, which took effect when the rate of interest 
was reduced at the beginning of the month, has already produced 
the expected response from “large” savers. The net cash re- 
ceived during the week, allowing for the interest portion of savings 
certificates repayments, was £13,791,000. 


Receipts . Repayments 


Savings Certificates: ......5..%.. 13;250,000 1,460,000 
SS ER Seep 2,000,000 601,000 
Post Office and Trastee Savings ™ 

MN 55556 055 Na 0 SEE 16,738,000 15,916,000 


31,988,000 17,917,000 
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The Committee has found it impracticable to change the éstah: 
lished practice of fixing gross targets for the purpose of its local 
campaigas, but the national target forthe current year willbe a 
net figure, of £366 million—a million a day in leap year—as Mr 
Dalton disclosed on Tuesday, and thus has been framed “after 
an estimated allowance for withdrawals. This is indeed a wel. 
come step towards realism. It is to be hoped that the additional 
publicity which will now be given to encashments can be turned 
by suitable propaganda into an incentive for additional saving, 
instead of being, as the Committee apparently feared in the past, 
a source of discouragement to local workers. But the new target, 
which excludes the interest portion of savings certificate encash- 
ments, as well as specific tions of Defence Bonds of 
maturity, is £35 million above the comparable figure for 1946-47, 
and will be very hard to attain except by adventitious aids of the 
kind so widely sought in the past year. 


« * x 


Reduced Steel Output 


Figures issued this week by the British Iron and Stee} 
Federation show a fall in the average weekly production of pig 
iron and steel ingots and castings in March for the second month 
in succession. Average weekly output of pig iron was 123,100 tons, 
compared with 126,200 tons in February and 147,300 tons in 
March, 1946. Compared with a year ago, the annual rate of pro- 
duction was reduced from 7,660,000 to 6,400,000 tons, a decline 
of over 16 per cent. Steel ingots and castings production ip 
March was reduced to an annual rate of 10,190,000 tons, compared 
with 13,295,000 tons in March, 1946. Weekly average production 
at 196,000 tons compared with 206,300 tons in February and 
255,700 tons in March, 1946. 

These results reflect the full rigours of the fuel crisis early in 
March. Heavy calls were made on pig iron stocks last year, and 
these would have to be made good if steel output is to be brought 
into better balance. Oil firing at steel furnaces has already shown 
its advantages, for without its assistance the steel output figures 
would have suffered even more than they did in the fuel crisis. 
The figures certainly suggest that since the industry was receiving 
on paper in March 75 per cent of its November fuel allocation 
and could produce only at the annual rate of 10,190,000 tons, there 
is little hope of regaining the 1946 level of production in these 
mainder of this year unless the coal allocation is increased well 
beyond 75 per cent. In addition, supplies of refractory bricks 
for furnace linings are ing short. The hope expressed in the 
Economic Survey that “ ourput for the year will not be far below 
the 1946 level” seems doomed to disappointment. 
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* * * 


Cotton Amalgamation Moves 


A date has at last been fixed after which Government 
approval may be formally given to amalgamation schemes in the 
Lancashire spinning industry. From May 1st, five months after 
the announcement of the “ Cripps offer” to assist in re-equipment 
of the mills, amalgamation schemes may be submitted for official 
approval to qualify for the grant of 25 per cent of the cost of It 
equipment. It is understood that both the master spinners and 
the operatives have accepted a formula produced by Sit Stafford 
Cripps which meets their reservations to the re-equipment scheme, 
and the Master Spinners’ Federation has expressed its 
to assist the Cotton Board in carrying out amalgamation schemes. 
One or two new mill groupings have been reported this week, and 
these, together with the large spinning combines which already 
qualify for assistance under the scheme since they own ove 
500,000 spindles, will be eligible for the grant. 

Some time ago the Master Spinners’ Federation suggested 10 
the Board of Trade that where, on amalgamation, machinery 
plant may be sold for more than its written down value, the pi 
ceeds should be free of tax. The Chancellor went half way © 
meet this proposal on Tuesday when he intimated that only fa 
the standard rate of income tax would be levied on such taps 
actions—a concession which would cost £24 million over 4 pe 
of three years. One more inducement has thus been a¢ 
what is freely admitted in Lancashire to be a genere 
The stage has now been set for the industry to™s 
intends to take serious advantage of the scheme. 


Wi a * 
Raw Materials for Paints 
The paint industry is suffering from the lack of raw 


Some materials can be partially replaced by substitutes, ee 
duction can still be held up through the shortage of @™ 
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though quantitatively small constituent. Until quit 
a oil has always been considered an cam uahaacene 
paint, but persistent research has developed a material, styrene 
co-polymer, which can be substituted for linseed oil to the extent 
of 50 per cent and gives it a greater retention of gloss and quicker 
drying properties. This material is being developed as a new 
ingredient and not merely as a temporary substitute for linseed oil. 
At the moment, however, styrene has to be imported from America, 
but it is hoped that production will start in this country next year, 
Linseed oil is not the only scarce constituent. Glycerine, which 
is used as a jum in paint, has as yet no satisfactory synthetic 
substitute, although work is progressing on the development of a 
material obtained from soya beans. In 1946, 6,000 tons of glycerine 
were exported from the United Kingdom compared with 2,300 
tons in 1945 and §,300 tons in 1938. Moreover, only negligible 
quantities have been imported in the last two years, whereas the 
pre-war quantity amounted to over 2,000 tons, Synthetic resins 
are another paint material with a large export, totalling nearly 
13,000 tons last year against 3,700 tons in 1945 and 2,700 tons 
in 1938. Titanium is rapidly replacing lead in paint manufac- 
ture. Imports of the ores, which come mainly from Norway and 
India, totalled 38,000 tons last year, more than double the pre- 
war quantity. These materials do not exhaust the list, but they 
illustrate the current position of shortage. Paint is not merely a 
decorative medium ; it is also a preservative. Property in Britain 
has suffered and is still suffering serious deterioration through the 
lack of paint. The restriction on the amount used on new 
houses, affords only short-term relief, as either re-painting will 
be necessary within eighteen months or the structures must be 
allowed to deteriorate. If the export of paint materials is neces- 
sary on the recent scale to achieve the industry’s export target, 
their cost should include not merely the labour and materials 
involved, but also the capital cost for deterioration of unpainted 
y in Britain. And is there not a good case for exporting 
the finished product rather than the raw materials? 


* * * 


Petroleum Equipment Exports 


Several missions have recently published reports on the 
prospects for British sales to export markets. The report of the 
technical mission to the Caribbean, organised by certain members 
of the Council of British Manufacturers of Petroleum Equipment, 
isa valuable addition to the series. Apart from its shrewd obser- 
vations On certain technical problems in supplying petroleum 
equipment, the report is of wider interest for its emphasis on the 
need for manufacturers to study overseas customers’ requirements. 

The Caribbean mission found widespread approval for the 
quality of British craftsmanship, though criticisms were voiced to 
the mission on the over-elaborate design of some equipment and 
tardiness in delivery. Two important gaps in British exporters’ 
contacts with overseas markets were discovered. The first was 
the failure of manufacturers to maintain permanent technical repre- 
sentation in the area ; the second, following from the first, was a 
certain failure to appreciate the conditions under which equipment 
has to be transported and assembled and operated in. tropical areas. 

© meet competition from American firms a combination of local 
technical representatives, attractive sales catalogues and an efficient 
equipment maintenance. service were found to be essential if 
customers are to be attracted and retained. In this connection, 
the report of the mission emphasises the need for standardisation, 
net only among British firms but also to enable British companies 
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to compete for replacement and renewals.orders from firms which 
have installed American equipment. peimitive state of the 
transport system im some areas and the fact that much equipment 
has to be installed and operated by semi-skilled labour are further 
arguments for simplicity of design and mechanism, robustness of 
structure, detailed attention to the stamping of small parts and 
careful instructions about assembly and operation. 

The mission’s report does not break new ground in export policy. 
But it underlines certain points for the attention of manufacturers 
which still call for emphasis. Exports of capital equipment do 
not “ sell themselves ” ; they need imaginative handling and a keen 
insight into the problems of the overseas buyer. Such exports in 
1947 and after will have to be the spearhead of the export drive. 


*« * * 


America’s Demand for Copper 


Reports from the United States indicate that the Senate 
Finance ‘Committee has reported favourably ona Bill suspending 
certain import taxes on copper, but with an amendment excluding 
from suspension the tax on all forms of copper sulphate. Alshough 
no definite action has yet been taken so far as is known, American 
industry remains highly optimistic that the 4 cents a Ib. duty on 
copper metal will in fact be lifted. Indeed, it has been reported 
that American purchasers are placing orders for foreign copper for 
forward delivery on the basis of slightly less than 23 cents a. Ib. 
New York for electrolytic types, approximately equivalent to 
£127 a ton. 

The removal of the US import duty, however, has wider im- 
plications falling beyond the American market. Although. less 
scarce than some other base metals—notably lead—copper is 
nevertheless in short supply. Increased American demand for 
foreign supplies will certainly tend to increase world prices 
because American buyers are able and willing to pay, and because 
their dollars are in great demand. The influence on Britain, 
however, will be restricted partly by long-term British contracts 
for domestic supplies or because Britain is the natural market 
for “ sterling” copper. Thus it is unlikely that any large quan- 
tities from Rhodesia will find their way directly across the 
Atlantic, while 75 per cent of the Canadian exportable surplus 
for the current year has already been purchased by the United 
Kingdom. This leaves America four possible sources of supply: 
Chile, the Belgian Congo, Mexico and Peru. Most of the Congo 
output is naturally earmarked for Belgium, but ir may be willing 
to sell part of it in return for dollars, just as it has been willing 
to sell for sterling. Chilean production in 1946 amounted to 
352,000 tons, and in the current year it is expected to reach 
about 400,000 tons. Moreover, it is possible that 75,000-100,000 
tons will be obtained from Mexico and Peru. Since current 
American consumption is estimated at over 1 million tons and 
prospective domestic production at 600,000 tons, it would seem 
that the US copper account for the current year can be balanced, 
but not very comfortably. 

Even if the majority of British supplies are secured for 1947: 
contract prices are not firmly fixed, but tend to move in sympathy 
with the “world” price. Current indications suggest that this 
price is more likely to move upwards than downwards. The 
crucial factor in the equation is the continuance of a high level 
of industrial activity in the United States this year. If this is 
maintained, the world shortage of copper and other essential 
materials will be even more marked in 1948. 
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Shortage of Containers 


One legacy of the fuel crisis has been the growing shortage of 
containers and wrappers of all kinds, and especially of fibre-board 
casings. Even before the crisis, manufacturers had been forced to 
reduce theic ourput to well below normal, a state of affairs 
indicated early in the year by the acute shortage of kraft paper 
bags for the cement industry. For some time before February, 
packers had been almost entirely dependent on current deliveries. 
Supplies of cartons, paper bags and wrappers were in a poor 
position, owing to the general wood pulp shortage for all types 
of paper and cardboard production. 


When the fuel crisis came some of the largest users of con- 
tainers, such as the food manufacturers and distributors, were 
allowed to carry on without power cuts. But while food production 
was maintained, food container production was treated as a 
non-priority industry, and thus deliveries to the foodstuffs 
and other key industries were further reduced. Electric 
power has been restored for several weeks, but the limitation of 
coal allocations to s0 per cent of the November level will prevent 
packing-case producers from catching up with food production 
although supplies of pulp and other raw materials are sufficient to 
increase the output of cases beyond the current rates. Other priority 
users of packing-cases, such as cigarette manufacturers, pro- 
ducers of medical stores and War Office contractors will also be 
affected by the shortage. 

Since essential foods and supplics must be delivered, 
materials must be available for packing them. ‘Timber, which 
is in shorter supply than almost any other material, would have 
been a possible substitute, But since no relicf can be expected 
from that source, the only solution is to release sufficient coal to 
enable container manufacturers to meet at least the minimum 
demands of a schedule of the priority classes—though this is in 
all conscience far below the output which is required for essential 
trade. The danger seems to be that the inevitable decision will be 
delayed long enough to exacerbate the present distribution problem 
out of all proportion to the saving in coal. 


* * o 


Retail Sales in 1946 


The main feature of retail sales in 1946 was the higher turn- 
over and larger stocks in the shops compared with 1945. A selec- 
tion of the Bank of England retail sales figures for these two years 
is given in this week’s Records agd Statistics supplement, but 
an indication of the increased supplies handled by retailers can be 
obtained from the indices of sales per selling day given in the 
next column. Over the year, sales increased by about 18 per cent. 
The increased turnover in food and perishables was: much less 
spectacular than in other categories. An advance of 12 per cem 
on the year was dwarfed by the 75 per cent jump in furnishings 
and 60 per cent in hardware sales, 
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Invoices oF SAL¥S PER SELLING DAY 
(Average Daily Sales in 1942-100) 


is 


1944 1945 ; 1946 
Houschold piece goods .......... i 79 86 ng > 
Dress materiats aUieee ren’ ilace ' 119 125 140 
Wopwn’s:qeat’..\.. 15.6 .6iiie es 104 i 117 140 
Men's. aud Boys’ wear .......-.+ | 402 j 110 13t 
Boots and shoes... ...: Re 95 } 95 Ith 
Fuentthings .......5.. tts 334 82 { 112 196 
MGR 5. ip5t setts reno - tax 94 j 125 200 

' 


For the year as a whole, daily sales increases ranged f 13 t0 
17 per cent. The two London areas showed larger advances iq 
turnover, but the divergence between London and the Provinces 
was less marked than in 1945. The continued flow of populatiog 
back to London in 1946, however, was still sufficient to give the 
department stores group a larger increase in turnover (30.3 per 
cent up on the trading year 1945-46) compared with the gm 


operative societies and multiple shops, which recorded increases 


of 12.3 and 17.3 per cent respectively. Over the twelve months, 
stocks of non-food merchandise rose by about the same percentage 
as sales. ' 


SALES PER SELLING Day In 1946-7 comParRED wit 19454: . 
(By Areas)§ al 


} i i aoe 
Ist Quarter | 2ud Quarter Scd Quarter 4th Quarter 


Sratiens  ..:. abnsenns Fa lca + 6-2 +17-1 +17-4 | 4189 
Nerth Fast ...... te Te OP 486-6 +16-7 | 405 
Nast West ii; 3 6.6 dee fe EB A +19-0 +14 
Midlands and South Wales... + 5-0 +15-2 +15-1 +161 
South of England. : .. | - O6 + 19-6 419-9 +194 
Loudoa (Central and West End).. | 4+32-h  , +414 +361 +i 
Loudon (Suburban) ............. | +)8-4 + 24-1 +11-7 +149 
Gaabiocated?. 622. 8059, 008: | ene | 4298 +214 | 4219 





§ Ivade years February to January im each case. 


Changes are to come into operation in the presentation of the 
Bank of England retail statistics which will go some way to 
criticisms of the old figures. Sales per selling week will be giver 
instead of sales per selling day, a change which will obviate the 
rather wide and misleading movements in sales per selling day 
in months which cover public holidays. It is also hoped 
increase the size of the sample and there are important improve- 
ments in the classifications of both foodstuffs and other mer 
chandise. These changes, which will incidentally make the figures 
more strictly comparable with the Board of Trade’s returns from 
independent retailers, will be welcomed by those in the retail 
trade who use rhe figures and by the statistician. The statistical 
value of these new and more ambitious classifications, however, 
will be dependent on enlarging the size of the sample in many 
cases. . 

(Continued on page 603) 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports also appear in the Supplement: Vauxhall; International Nickel; Canadian Pacific; Associated Electric. ~~ 





























Prices. Price, : Net 2FO8S } : 
, 1 Price, | V5  ae| Last 'two Price, | ¥ 
an. 1-Apr. 16 Apr. 9, Yield,* | Yield,* || Jan 1-April 16) 4 
J ete ee "ea Ape. "| Ape. 16, Apes if | Dividends Apel $ — a 
“High | tow —— ree fae pooimeundpennreneemnetee enone areng | High | tow | @) © © - 
ft | Bs | 1064 a (d 109 Fee 
eae Famers Gaal sa (d) 100 | 20 8 
tose | hie ion 3% March 1, 1948-53. . | | 11'S} Wz | r00h | id) | add, 104 | 3 8 
105% | 1019. | War Bonds 25% August 1, 1949-51) (0 6 3/110 6] 137/6| 122/6| 40 ¢| Se 133/9 | 34 6 
%02 4 | 100% || Exchequer Bonds 13%, Feb. 15, 1950) (O11 2)1 720) 1/3} 118/44) 15 6} Se 145/- | 2 ; 
fos | War Bonds 2}% March 1, 1951-53. | OU-6\/114 5] My/-| 61/3) We} We 61/6 :% i 
105 & | 101} j/War Bonds 24% March 1, 1952-54. | @1512)118 6] 42-| 31/-| Be) We 37/6 16 
16 | 103 Funding 23% June 15, 1952-57 .. ./ 013 6/119 $] 95/4) 79/6) Tal 76 st/- | 3 4 
$8} | 103% National Def. 3%, July 15, 1954-58 016 5/2 3 7] 23/9 | 197/6 is two b 215/- 1% § 
” 99 103} War Loan 3% Oct. 15, 1955-59 gal 017 9 23120 /7i 88/9 2 $ 8a 100/- +4 9 
108; | 103} |Savings Bonds 3%, Aug. 15, 1955-65) 018 1/2 4130) 68/6! 50/ yal 54 a ary 
1058 | ‘Funding 24% April 15, 1956-61. . . | 11 5/2 3:9] g9/4, 24/9 Bel Be 2/- | 38 
109} | 102} \Ruuding 3% April 25, 1959-69... 1.1 9|2 720] 77/4 68/6) Be) Be 4/6 | 3 ¢ 
1224 | 115} Funding 4%, May 1, 1960-90...... 015 11) 2 8 8] 47/10)) 41/5) 3a) 17% 1 oat Foe 
Oy | 1 Savings Bonds 3% 4, 2980-70) 1 211)/2 94 se 40/-| Te} Wc} ‘feene 
14} | 99} Savings Bonds 25%, May 1, 1964-67, 15 3/2 7 $i 65/6! 47/6! We} 5 e 52/6 ou 
W25i | 115} | Victory Bonds 4%, Sept. 1, 1920-763)! (019 3/211 $f We) 62/76) 10 ¢} 1246 61/6 | oe 
nisA 104} Savings Bonds 3% 1965-96... {, 106f | 107% | 1 3510/2 10.0 a4 5 | @) (a) ar :? i 
ws} |b {War Lone %, (after Dec, 1,1952)' 1 ort 015 3|2 720) 36/9!) 3/-| dal 44b/N-E oe, 5 
Bi | ‘Consols 4%, (atter Feb. I, 1957)... 1 0% 01.29 $f 60/6 47/6 | 14d 5 a |.P'chia 58 /ond 5 o 
1154} | 1078 Conversion 34% (aiter Apr. 1, 1961)) 11 2 282 11 34 39 | 35 469-58 | 4744 6 | Pe sy) °. 
wo} 123... Treasury Stork 2% (after 1975). .|| "ek | 1 86/2 3 Bs sy6 | é| 60/8 : My 
Treasury Stock 3°, faftee 1966). . «/) ly ¥o% 
nis ork Reedeaption Sic 3% (06-8) iit in a 5.6 210 8 7/14 18/9" 12}d 130/- |} 3 83 
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COMPANY MEETINGS 
ae 


Tent pleted and. equi 
GENERAL REFRACTORIES, 
LIMITED 


none . im the j 


RECORD RESULTS 


The forty-seventh annual general meeting 
of General Refractories, Limited, was held 
on the 14th instant, at Sheffield. 

Sir Ronald W. Matthews, the chairman, 


+ would be second to 


research = technical departments was of 
_ great significance, enabling the ‘to 
offer to the many industries Kathae thes 
served not only a constantly increasing range 
of new and improved products but also a 
highly developed technical service. to. ensure 
that from those products the best possible 
results were obtained, 
that the day of using rule-of-thumb methods 
im ordering refractories had gone for good 


There was no doubt 
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SATISFACTORY YEAR 


The, work of the — 


The forty-fifth annual general meeting of 
Camp Bird, Limited, was held, on the 17th 
instant, in London, Mr F. W. Baker, the 
chairman, presiding. 

The following is an extract from. his circu- 
lated statement: 





sid that last year he had given a compre- ‘ ‘ The profit and loss account for the year to 
. hensive account of the activities of the com- and it was essential that all users should December 31, 1946, shows that dividends and 
: pany and its many subsidiaries at home and avail themselves of the great store of tech- sundry revenue’ received at £36,127 were 
in abroad and had informed shareholders of the —_™'C4l_ Knowledge possessed by the industry. £12,389 higher than in the previous year and 
cs heavy demand for the company’s products The total turnover of the group for 1946 that profit on fealisation ‘of investments in- 
on in the home market and of the highly satis- was a record for the group as consolidated creased by £57,899 to £152,334. ‘The profit 
he factory expansion in their business from all in 1939, both in home sales and. export earned by the Camp Bird mine was also con- 
per of the world. © business, All departments and subsidiaries siderably higher at £11,020, compared with 
“ The problems which had confronted. the had played their part in that very satisfactory £1,923. The net profit carned, namely, 
ae management in their efforts to take full ad- achievement. As the largest producers. of £186,428, was £74,884 higher than for 1945. 
; vantage of that favourable position had not refractories in the country, the company ren- Your directors recommend the payment of 
hs, arisen from any terminal difficukies on the dered a vital service to the major industries a dividend of 1C per cent., less tax at 9s. in 
age change-over from war to peace-time pro- of the country and, although the general the pound, which will absorb net £59. 782 
duction as they were manufacturing exactly puSlic still only had a vague idea of what and leave £32,635 to be carried forward to 
the same classes of goods. The main diffi- refractories were, it was no exaggeration to the current year compared with £15,304 
culty was the shortage of skilled and un- say that without refractory materials the brought in The break-up value of the com- 
J skilled labour at those works which produced steel, gas, chemical and cement industries pany’s shares at December 31st last was 19s 
— the goods in greatest demand, such as silica would find it impossible to carry on their a share, which compares with 17s, 3d. a year 
a and basic bricks for the steel industry and business, _It would therefore be appreciated ago. ‘The Camp Bird mine and other of our 
silica bricks for the carbonising industry. that it was essential, if success was to attend ofas < ‘ ; ; 
ati : . dollar interests, in particular the Fresnillo 
4 It was Obvious to the board from the ex- =‘ the_ far-reaching schemes of reconstruction Company, not cnly help to swell the ‘com- 
3 perience of the early periods of 1946 that | and expansion in those industries, that no sany’s revenue, but ina small way add to out 
1. shortage of man power was likely to obstacles should be placed in the way of Tonner? dollar resources 2 
3 persist and in consequence it had been de- refractories . manufacturers. in. maintaining Si ‘ h aes ah ii we 
i. cided to carry out further schemes of production at the highest possible level. : seed i 7” Kass Gold Aes ee Can n8 
.3 mechanisation at a ee concerned in The trading profit of the group for 1946 Limited, * cen pth og a Souther 
st aE eee a er eneck.” He — amounted to £283,723, a record in their’ Rhodesia under the egis of the Gold Fields 
was P ; tas the year history. The directors recommended a Rhodesian Development Company, Limited 
progressed and the various schemes came didnt ot 16 2 le The k the B & S and Fossick ’ ie 
of the into Operation output had steadily increased 1V} of per cent., SS tax, ba com- to work the B. ‘ - an Ossicker properties 
aad the results for the year for all works of pany was in a sound financial position and situated at Bubi, north of Bulawayo. 
ho the group were highly satisfactory. every opportunity was being taken to Your company is in a sound liquid position 
the modernise and develop their productive and is able to take advantage of amy promis- 
te IMPORTANCE OF RESEARCH capacity. The reputation of their various ing opportunities which may present them- 
g day They were building a new laboratory at products stood higher than ever. selves. 
ed 10 ihr Worksop works which, when com- The report was adopted. ‘The report was adopted. 
" mer 
hgures March 31, 1948; that flax im i j 
e ‘ ; tha ports will exceed the 1938 total in 
: oe Shorter Notes 1947, and that other goods, including foodstuffs, will be increased. 
tistical Since last Monday, the new Stock Exchange Daily Official * 
ywevet, List has been published. This combines the old Daily List of é 
+ many Officially Quoted Securities and the Daily Supplementary List It has becn reported from the Netherlands East Indies that 
of Securities Not Officially Quoted. Under the new conditions, Java is unlikely to export large quantities of tea ar least before 
4.quotation is granted at the same time as permission to deal. 1948. Only four of the 350 tea producing estates and factories 
This ends a practice which marked an interesting tradition but _™ Java and Sumatra are at present working under Dutch control. 
sass had become increasingly irrelevant to present-day market condi- Many others are, however, operating under the administration of 
+ tions. New companies will appear in italics until they have the Indonesian Republic, but no. information is available about 
ben able to make certain statutory declarations necessary under Production or stocks for export. 
the Companies’ Acts. Some relatively inactive stocks will con- * 
ompany une to appear in the Monthly Supplement. The layout of the 
4650 tew list has been changed to show information about recent The 20 per cent war-time discount on private car and cycle 
dividends. 





me 


The Vauxhall Motors report for 1946, which is dealt with 
mong the Company Notes in this week’s Records and Statistics 











\$nd , is noteworthy for the clarity in the presentation of 
2 4 the accounts and the informative content and the broad approach 
314 6 @ shareholders and workpeople alike, of the directors’ report. 
a6 Jatter includes an analysis of the year’s total income into 
56% f “8 shares attributable to the different factors of production. 
; i ©9 per cent of income went to shareholders, while materials 


‘Sttvices took 68.9 per cent and wages and salaries 20.4 per 
cent. A cautious optimism on output estimates for 1947, the 
‘uecess of the 5-day week and the value of good relations with 
the ‘workers are among the features of the directors’ statement. 


x 


The Brussels trade talks between British, Belgian and Luxem- 
toutg tepresentatives ended last week, The delegations agreed 
N Measures to increase exports to the United Kingdom, and 

d the question of imports from Britain. and foreign ¢x- 
“Pee problems, Briiish iron and steel imports from Belgium 
ined from 219,890 tons in 1938 to 48,581 tons in 1946, and 
Mports from 19,611 tons to 9,496 tons. It is hoped that the 
MPONS Of steel will total 02,000 tons in the twelve months te 
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policy premiums im the United Kingdom and Northern Ireland 
will be discontinued from July 1, 1947, in cases of new insur- 
ances and renewals. This decision has been necessary owing 10 
the increased volume of traffic and road accidents. 


x 


The output of main copper and copper alley products in the 
United Kingdom amounted 10 29,395 toms in February, the copper 
content of which was 23,047 tons. This compares with the 
January output of 64,700 tons having a — content §0,600 
tons. Consumptivn of virgin copper, which totalled some 
33,500. tons in January, declined to 13,000 tons in February, 
while the use of copper and alloy scrap fell in the same period 
from: 17,200 tons to 10,100 tons. 


*. 


The Rand gold. output for March was 815,157 ounces against 
$72,720 ounces in February, when dislocation due to the unofficial 
white labour strike was at its height. 


* 
Two new working parties have been set up by the Board of 
Trade. The first will inquire into the Light Clothing industry 
and the second into the Rubber Proofed Garment industry. 
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HONGKONG AND SHANGHAI BANKING 
CORPORATION 


PROGRESS IN THE COLONY 
MR A. MORSE’S SURVEY 


The ordinary general mecting of share- 
holders of this Bank was held, on the 28th 
ultimo, in Hong Kong. 

The chawman, the Honourable Mr A. 
Morse, C.B.E., in the course of his speech 
said: Gentiemen,—I want to start my specch 
to-day with a word of sympathy for our 
people at home in Great Britain. It is indeed 
hard that after their toil and privations dur- 
ing the war the promising early progress 
achieved by strenuous efforts in 1946 should 
be retagded first by adverse conditions which 
marred the harvest and then by one of the 
severest winters within living memory. I 
feel confident, however, that the setback is 
but temporary and that with the vigorous 
measures now being adopted and the tradi- 
tional courage, grit and energy of the British 
people, the wheels of industry will soon again 
be revolving with full vigour, with a conse- 
quent increasing flow of exports Overseas. 

The balance-sheet submitted to you this 
year is on the same lines as before the out- 
break of the war with Japan, and ] am sure 
it is a source of satisfaction to you as if is 

to me that once again we are in a position 
to produce what may be termed a clean state- 
meut of account. 

The profit arising from current transactions 
during the year, after making certain trans- 
fers to provisions for contingencies, amounts 
to H.K.$9,602,703. I would remind you 
that last year I stated in effect that until such 
time as our war losses could be ascertained 
with reasonabie accuracy, no dividend would 
be paid. I am glad to say that your directors 
feel that the present position justifies a pay- 
ment to shareholders, and it is proposed to 
pay a dividend of £3 per-share, -which~ at 
ls, 223d. amounts to H.K.$7,760,842 and 
leaves the sum of H.K.$1,841,861 to be 
carried forward to ext year. 

You will be interested to know that we now 
have 39 offices, including agencies, in opera- 
tion, while we have recovered possession of 
two more which have not yet been opened. 
Seven pre-war offices are still closed. I must 
confess that it is difficult to understand why 
we should still, 18 months after the end of 
hostilities, be refused facilities even to send 
our men to Japan to try to clear up our 
books or to take possession of our properties. 
My feeling is that the importance of this 
matter 1s much under-estimated by British 
official circles both in Tokyo and London. 


EXCELLENT TRADE RETURNS 


As in past years has been the custom, I 
will now say a few words about conditions 
in the areas where we operate. In Hong 
Kong we can, I think, be well satisfied with 
the progress made in 1946 as shown in the 
excellent trade returns, which aggregated close 
upon H.K.$1,700 million, namely $9334 mil- 
lion of imports and $7654 million of exports. 
In terms of volume, however, foreign trade is 
still well below the pre-war mark. 

Our relations with China remain of 
supreme importance, and we have watched 
with anxiety the trend of developments there 
during the past year. We welcomed the visit 
of the governor of the Central Bank of China 
last December and some very useful discus- 
sions then took place. I hope that the ex- 
change of such visits will become a regular 
practice in the future. 


JAPANESE OCCUPATION CURRENCY 


At the annual meeting in July last year I 
said that it was a matter of urgency that His 
Majesty’s Government should take early 


action to remove the moratorium both in 


Hong Kong and Malaya, and to clarify the 
effects of enemy occupation on the relations 
beween debtors and creditors. It now appe?-s 
from an arnouncement made on February 
27th in the House ot Commons by tne Secre- 
tary of State for the Colonies that the enact- 
ment of legislation is shortly to take place to 
deal with the value to be accorded to pay- 
ments in Jepanese occupation currency in 
respect of debts contracted before occupation. 
This is a serious matter, and, speaking for 
the bank, I must formally protest against any 
legislation which would have the effect of 
adjusting debtor-creditor relationships by the 
arbitrary validation to any extent of pay- 
ments made in occupation currency to the 
so-called liquidators. If I understand the 
present proposal correctly, it is without justi- 
fication either in law or in equity in its wider 
sense. Moreover, the bank has discharged 
all its obligations to depositors and other 
creditors, but it has been precluded by the 
moratorium from collecting the debts owing 
to it before the war, 


PROGRESS IN MALAYA 


In Malaya the period of reoccupation has 
ended and trade and industry are progress- 
ing rapidly *owards normality, but materials 
required for the rehabilitation of factories, for 
the tin-mining industry and for many indus- 
trial undertakings are slow in arriving. There 
is also a shortage of coal and labour troubles 
have been a serious problem. The rubber 
industry has recovered steadily. Tin has 
made less progress, owing to the serious 
damage to dredges, shortages of fuel and 
strikes. It looks as if the international con- 
trol of tin will remain in force until world 
supplies have increased, but there is a wide- 
spread desire for a reversion to an open 
market with the normal and speedy adjust- 
ment of prices to supply and demand. As in 
Hong Kong, so also in Malaya a settlement 
of questions affecting debtor-creditor rela- 
tionships, the moratorium and war damage 
claims is long overdue. 


N. E. 1., PHILIPPINES AND INDIA 


The political situation in the Netherlands 
East Indies at present prevents normal 
trading, but, leoking ahead, I am by no means 
pessimistic about the future prospects of 
trade in these rich islands. 

I must take this opportunity to extend our 
good wishes to President Roxas and to the 
Philippine Islands on the establishment of 
the Republic on uly 4, 1946. In spite of 
many difficulties, the primary products of the 
islands are recovering and the world demand 
for Philippines sugar, hemp, coconut and 
mining Output remains vigorous, Our branch 
in Manila has taken an active part in financing 
foreign tede in this territory and prospects 
remain satisfactory. 

As regards India, the year 1946 will long 
be notable on account of the discussions 
regarding the transfer of political power, 
which were followed by the establishment of 
the Interim Government in August. Last 
month a further momentous announcement 
was made by the Prime Minister when he 
stated His Majesty’s Government’s intention 
to transfer power into responsible Indian 
hands not later than June, 1948. Notwith- 
standing the political uncertainty, Indian 
trade has been good during 1946 and I am 
well satisfied with the business done by our 
offices at Bombay and Calcutta. 

Turning to the political situation in China, 


we must face the fact that in spite of all hopes ’ 


internal developments during the t year 
have been a great disappointment. ae 
The report was adopted. 


THE ECONOMIST, April 19, 1947 


HADFIELDS, LIMITED — 
OVERFLOWING ORDER BOOK 
LORD DUDLEY GORDON’S SPEECH 


The 59th ordinary general meeting of 
Hadfields, Limited, was held, on the 14th 
instant, at Sheffield. ; Pe 

Lord Dudley G. Gordon, D.S.O. (the 
chairman), in the course of his speech, said: 
The directors’ report circulated with the. 
balance-sheet and accounts refers to the 
change-over from armament. to jal 
products, and the development and modern 
isation which have been taking place since 
the last general meeting. Last year I re 
ferred to the cessation of production orders 
for armour-piercing projectiles. Prior 1 
and during the war we were asked to install 
some Government-owned plant in other 
sections of our works in order to expand 
our capacity for further armament work, 
From the moment that hostilities ceased we 
have been in touch with the authorities con. 
cerned with a view to ascertaining what 
demands might be made on us in the future, 

As regards armour-piercing projectiles, the 
negotiations have reached an advanced stage, 
and it is expected that an agreement con- 
cerning the maintenance of a nuclens will 
shortly be concluded. In the case of the 
Government-owned plant, certain groups 
have now been removed from our works, but 
other important sections are still here, and 
we lack an indication of the Governments 
policy as regards their future use, which 
interferes with the completion of the find 
details of our reorganisation schemes. 


MAJOR DEVELOPMENT SCHEMES 


The directors’ report refers to several 
major development schemes. The most 
urgent of these is a modern forging shop ia 
a new position, to be eauipped with the 
latest and most efficient plant. The space % 
released will provide badly needed extensions 
for the Millspaugh section of the works. 
Development in the foundry is well advanced, 
and certain tests are at present being 
which will help to decide the alteration 
necessary to our steel melting p/ant. We 
have also ordered a number of new machine 
tools, some of them of large size and ix 
volving considerable expenditure. Thus we 
have to contemplate an expenditure of overt 
£1,500,000 spread over the next five yeats. 

We continue to receive a satisfactory 
volume of orders for our specialities of 
hardened steel rolls, crushers, equipment for 
dredgers, tramway trackwork and coal mint 
equipment. Export trade continues to 
pand satisfactorily, though in certain dite 
tions there are already signs of i 
activities by overseas competitors. We are 
on the point of completing one of the large 
orders for dredger spares ever received i 
history of the company, whilst other notable 
orders for dredger parts have been 

for shipment abroad. 7 

The visits which have already been paid 
to America will be followed within the pest 
few days by a visit which is to be paid 
our deputy-chairman and managing director, 

s, who will be accompanied by Mt 

Leetch. This visit will enable Mr Thomas 

to renew our many valuable contacts i@ 

United States, and also to investigate t 

possibility of acquiring further manufacti 

ing licences which are under consideratiome 
THE ACCOUNTS ab 

I draw attention to certain figures @® 
accounts.. In the profit and loss account, the 
figure of £143,000 for taxation provides fe 
our liability to the date of the balance-shet 
and not merely for the fiscal year 

to provide in future for 

P's’ wala te be honed that. there 

provision for E.P.T. This is due t 

that though profits in excess of the 

standard were earned in the early periad’ 

the tax, deficiencies in later years ext r 

this liability and we became ble instead 
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THE ECONOMIST, April: 19, 1947. . 


ational Defence Contribution and later on 
" tax. Having made no excess profits, 
we have no clam to the return of 20 per 
cent. for the period when the tax stood at 
100 per cent., and no fund is available from 
this source to contribute towards our recon- 
struction expenditure. : 

The net profit at £158,852 is £47,544 
higher than 1945, while the trading profit 
at £149,053 is £45,710 lower. The balance- 
sheet shows a surplus gi current assets over 
current liabilities of £1,919,886. This s $ 
of current assets is based on book values, 
If market values were taken the would 
exceed £2,000,000, The reduction in Govern- 
ment securities represents the ho a of 
debentures. The figure of £140, under 
advances to subsidiaries represents the major 

of our investment in Millspaugh, 
Limited. : fe 

The dislocation caused by the coal crisis 
and the severe weather resulted in a loss of 
steel production of 10,000 tons. The bulk 
of our production is special steels which pass 
on for further fabrication within our works, 
so this loss is more serious than if we were 
suppliers of bulk steel. By careful attention 
to economy and maintenance of the 
eficiency of plant we hope to make good the 
greater part of this loss. 


MANAGING DIRECTOR’S VIEWS 


Mr J. B. Thomas, F.C.A, (Deputy-Chair- 
man and Managing Director), in the course 
of his remarks, said: The accounts show an 
increase of profit of £47,544 over 1945, which, 
however, includes the sum of { 7 in 
respect of a claim against the prices fund of 
the British Irom ‘and ‘Steel Federation for 
1945, which after allowing for taxation leaves 
(112,183... Charged. against the profits of 
1946 is the sum of £40,205 for the balance 
of ARP. expenditure, most of which would 
have been recovered if the company had been 
litle 10 E.P.T. over the whole period of the 
tx. After allowing for these items, the profit 
for 1946 is therefore £86,874 as against 
{111,308 for 1945. 


The following information gives some 
interesting details of the 1946 results :— 
Dividend.—It is again suggested that to 
calculate the dividend of 174 per cent. on 
the issued ordinary stock is misleading. If 
the capital employed in the business belong- 
ing to the ordinary stockholders be taken, 
then the figure of 174 per cent. comes down 
to 5} per cent., both of course less tax. It 
must net be forgotten that a considerable 
portion of our reserves is represented b 
capital profits, which had nothing to do wi 
our trading. 


STEEL BARONS 


industry. The holders in our company are: 
06 per cent. with £100 or less, 95} per cent. 
£500 or less, and 98.2 per cent. with 

or less, with an average holding of 
The balance of 1.8 per cent. is owned 
tpttustees and investment companies. What 
‘plies in our case applies to similar com- 
— then are these “Steel 
—~This country is facing what is 
one of the greatest crises in its 
which, if not surmoufited, will in- 
result in financial chaos from which 
tnsue wholesale unemployment. A 
waity ike our own, which for 
existence upon its export trade, can- 
maintain its present high level of wages, 
ih improved social services, against 

tion from other countries whose 
lesser benefits than our own, 
Produce far more than we are 


us, and a nation whose people 
Perils of the last war can un- 
Overcome the dangers that lic 
: Providing we all work with the 
will as we did in 1940 and 1941. 
“.Feport was adopted. 
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UNITED KINGDOM PROVIDENT | 


605. » 


INSTITUTION 
LOSS ON NATIONALISATION 
SIR ERNEST BENN’S STATEMENT 


The. annual general meeti of the 
United. Kingdom Fonpeiiane tel General 


Provident Institution will be held on the 23rd 
mstant, at the head office, 33, Gracechurch 
Street, n, E.C, 

The following is extracted from the state- 
ment by the chairman, Sir Ernest J. P. Benn, 


Bt, circulated with the report and 
accounts : — 


THE DIRECTORATE 


Two changes have occurred on the board 
of directors of the Institution. Failing 
health has impelled the Earl of Strathmore 
to selinquish the position he has held 
throughout the whole of the war. 

We welcome a new director, the Hon. T. 
Mi ~Coutts, whose election is now sub- 
mitted for confirmation by the general body 
of members. With a life-long interest in 
banking and a wide experience in matters of 
investment, Mr Money-Coutts strengthens 


our capacity to face the problems of the 
future. 


THE DEMAND FOR LIFE ASSURANCE 


The year 1946, covered by the accounts 
now presented, was a period of exceptional 
difficulties, enhanced by the general sense of 
disappointment at the absence of reliefs .ex- 
pected to come from the ending of the war. 
Our figures continue, on paper, the story of 
our uninterrupted progress, and as our 
obligation is to deliver benefits, when. due, 
in pounds sterling the technical position of 
the institution is stronger than ever. So far 
as it is humanly possible to foresee, there is 
not the slightest chance of amy first-class 
life office failing to honour the letter of its 
contracts. In our case policies effected only 
20 years ago now stand at 40 per cent. above 
their original face value. In addition to the 
provision of cover for all those years, a U.K. 
policy has thus proved to be a gilt-edged 
investment yielding compound interest at the 
rate of 4 per cent. per annum. Such results, 
of themselves, are sufficient to explain the 
demand by the discriminating public for in- 
creasing sums in life assurance policies. 

The present-day difficulties in finding in- 
vestments are also stimulating the market, 
and it is evident that people prefer to employ 
expert agencies such as the U.K. Provident 
to take care of their money. With more than 
a re a peen and scenes with 
highly ski epartments in the manage- 
aoe of investments and estates, we should do 
somewhat better than the individual with 
small resources. 

We cannot, for the time being, offer the 

of such spectacular bonuses as have 
been our fortune m the past, but we hope to 
maintain the lead, as indeed we have done 
even in the course of the war. Our com- 
pound system of bonus, coupled with low 
premium rates, still provides the best ob- 
tainable return. 


LOSS ON NATIONALISATION 


The institution has yet to experience the 
full effects of the nationalisation 


icy now 
actively engaging the attention of Parliament 
and oS Government. We hold between 


three and four millions of stocks which have 


accurately measured 
railways, it ¥.. = 
mates on assum 

now before Parliament reach the final stages 


without amendment. With gas and elec- 
tricity we sull await the detailed proposals, — 
but when all these risks are pe ght tence 
the loss of income to be Suffered by the 
institution may well be in the neighbour- 

hood of £100,000 per annum. The national- 

isation of further industries wou of 

course, enlarge the loss: £100,000 ‘is 74 per 

cent. of our total income from all our invest- 

ments, including mortgage interest and 

rents; if quoted Stock Exchange securities 

are the basis of the calculation, then 15: per 

cent. is the nearer measure of loss of income 

with which we are threatened, 

The accumulated funds of the institution 
amount in round figures to £30,000,000, and 
the sums assured by our policies. total 
4,65,000,000. The interest on our funds, 
added to our premium income, has there- 
fore to provide rather more than half of the 
total benefits which our members look 
receive as and when their policies qualify for 
claims. It follows that if imterest rates fall, 
rates of premium must rise. The 
impression that cheap is only a mat- 
ter of concern to the we should be 
corrected by a wider knowledge of the affairs 
of provident trusts such ds ours. aver~ 
age value of our policies on maturity is £700 
and the average personal share in our total 
funds is seen to be, at the cash, 
value, a little over £300, e loss of 
£100,000 a year interest may be thought to 
be of minor importance to a great life office 
whose financial position is impregnable, but 
if that loss is considered as a new tax of a 
pound a year upon all those thrifty people 
who in their careful way have accumulated 
a capital sum of £300, one of the results of 
the nationalisation. of industry. becomes 
easier to understand. 


Cheap money, against which I have always 
protested, has provided us with very con- 
siderable enhancement or inflation of capital 
values but the calculations on which insur- 
ance contracts are based are concerned 
almost entirely with income. A low rate of 
premium assumes a high rate of interest and 
vice-versa; a good bonus is contingent upon 
a good income earning capacity. 


BONUS YEAR 


This is the last year of another valuation 
period, and at the end of it the board will 
review the financial position of the institu- 
tion and decide what surplus funds may 
properly be given to the members as bonus 
additions to the sums assured by their 
policies, So far as can be seen at the pre- 
sent time, and should 1947 prove equal to 
1945 and 1946, the distribution of 2 good 
bonus for the three years 1945-47 is assured. 
Our mortality experience has again been 
favourable, and by judicious management 
of the funds the interest yield has been 
slightly increased. In accordance with our 
established practice, new policies com 
during 1947 will participate in any 
that may be declared. 


FIRE AND ACCIDENT COMPANY 


Our subsidiary, the United Kingdom Fire 
and Accident Company, is growing both in 
volume of business and .in profits. Full 
advantage has been taken of the removal of 
the limitations imposed during the war, and 
our members are g increasingly 
aware of the benefits of their own 
office, The convenience of with. all 


insurance i one and the same time 
is apprecia t experts 

business ve been ap) 
branches. 


in fire and general 


appointed io ail our. 














CADBURY BROTHERS, LIMITED 


FLUCTUATIONS IN COCOA PRICES 


The following are extracts from the speech 
of the chairman, Mr L. J. Cadbury, at the 
forty-eighth annual general meeting of Cad- 
bury Brothers Limited, on the 14th instant, 
at Bournville : — 


During 1946 the chocolate and confec- 
tionery rations increased from three to four 
ounces per week compared with seven ounces 
pre-war. 

While the sugar position improved during 
1946 that of raw cocoa became no easier, and 
the amount allocated to manufacturers in 
this country was about 55 per cent. of their 
pre-war consumption, plus further amounts 
for their cocoa powder production. 


The price of cocoa has for some years 
been agreed between the West African Pro- 
duce Board and the Ministry of Food, being 
mainly governed by the controlled price in 
New York. Controls were taken off in 
America last October and prices have since 
then risen very substantially. The West 
African Produce Board have taken the view 
that they ca te a system of dif- 
ferential prices, naga gro ust, therefore, sell to 
all countries in the world at the price which 
can be obtained on the New York market. 
One result is that the price charged by the 
Ministry of Food to manufacturers in this 
country has been more than doubled, and 
further supplies will be about: four times 
the pre-war price. The increased cost must, 
of course, result in an increase to the con- 
sumer in the price of cocoa and chocolate 
products. The new prices are still under 
consideration by the Ministry of Food, but 
it is likely that the price of a block of our 
blended chocolate will rise from 3d. to 4d., 
and the } Ib. packet of cocoa from 54d. to 7d. 


In the report of UNO Food Agriculture 
Organisation, which was recently discussed 
in the House of Commons, it is stated that 
one of the main aims of the future should be 
to secure stable and fair prices to producer 
and consumer. We are all in sympathy with 
this aim, 


FAO REPORT 


The FAO report refers to the violent fluc- 
tuations in world cocoa prices and attributes 
them to the difficulty of securing adjustments 
in the short term supply position combined 
with speculative activity in the future market. 
As the report states, in the period between 
1926 to 1938 the prices in the London mar- 
ket ranged from 18s. 6d. per cwt. to 80s. 6d. 
(without duty), a difference of 62s. in 12 
years. The price of cocoa to British manu- 
facturers (duty paid) in December, 19338, 
was 34s. 2d. per cwt., in December, 1943, 
56s. 8d., and now 130s. 8d. 


Since the appointment of the West African 
Produce Board there has been a single seller, 
the board itself, and in this country a single 
buyer, the Ministry of Food ; as the figures 
show, there has been—even since 1943—a 
larger variation in price, namely, 74s., than 
occurred in the open market in the years men- 
tioned in the FAO report. It is clear that 
even with bulk Government buying there 
must be further machinery to secure stability 
of price, and we welcome the views of the 
FAO on this point. 


MILK 


In the field of milk supply we had iittle 
success during 1946. We regret that we 
have still not persuaded the Ministry of 
Food upon the reasonableness of our claim 
that the milk which flows from over 2,500 
farms through our four country milk factories 
should be restored to us for the manufacture 
of Cadbury’s dairy milk chocolate, the major 
product of our pre-war business. Our claim 
is for a share of the manufacturing milk sur- 


plus, and would not interfere with the liquid 
milk supply to domestic and priority con- 
sumers. Indeed, the industrial and liquid 
use of milk are complementary to each other, 
and the former, as we have explained in 
Press advertisements, is a most efhcient 
balancing factor during the flush season. 


We separated 2,500,000 gallons, a tenth 
of the milk we handled, for butter making 
and were allowed to use the separated milk 
for making—blended—chocoate. During the 
year we obtained small quantities of milk 
powder, and fortunately imported a limited 
amount of full cream milk chocolate from our 
Eire company. All the milk received as 
above formed our share of the milk allotted 
to the industry. 


With the exception of South Africa, there 
has been some drop in overseas sales in 1946 
compared with the previous year. In the 
case of Australia, New Zealand and Canada, 
the decreases are largely due to the termina- 
tion of Service contracts, with no compen- 
sating replacements of raw materials ; at the 
first two a shortage of girl labour has been 
a contributory factor. Production at Dublin 
has been chiefly restricted by a shortage of 
sugar. Nevertheless, all five of our overseas 
companies have building projects in hand. 
This activity is a welcome contrast to our 
position at Bournville, where there seems 
little chance of restarting the rebuilding pro- 
awe that was brought to a standstill in 


There is no rationing to consumers in any 
of the areas covered by our overseas factories, 
but customers are rationed in relation to pre- 
war sales. 


THE FUTURE 


We had certainly hoped that by this time 
we should be approaching the period when 
our industry would revert to a competitive 
economy, world recovery has, however, been 
much slower than was generally hoped. Our 
main raw materials are still in short supply, 
consequently rationing necessarily remains 
and our industry is controlled in the same 
Way as it was during the war, 


The supplies of sugar, milk, oi! and fats, 
glucose, nuts and, we hope, cocoa, will no 
doubt increase during this and succeeding 
years, but there are now, as the recent White 
Paper shows, other national factors, man- 
power, dollars and fuel, which are to be 
taken into consideration and which must 
affect all the country’s various industries in 
one way or another. The White Paper 

“economic survey” refers to 1947, but 
clearly any action by an industry this year 
can only be wisely taken in the light of its 
policy and likely development during the 
next three or four years. It is important, 
therefore, that in the discussions which 
Government departments will have with in- 
dustry, they should indicate their views not 
a for this year, but for some years 
a ; 


There are several questions vital to our 
future development and organisation which 
depend upon Government action. One of 
them is whether the policy of the Ministry 
of Food is to continue State and bulk buy- 
ing. In the view of the commodity brokers, 
this should end, at least it should be the 
subject of urgent discussions between the 
Ministry and the industries involved, 

Another is the point at which rationing 
of our finished products and the control of 
prices can be dispensed with. In my view, 
that point will be reached at the new price 
levels with only a small increase (say, a fur- 
ther 1 ounce) in the ration. From the 
of view of public policy, aeraieaae 
coupon for the sweet ration would be ee 
welcome. It would at least be one move 


4 
ae 


engaged upon sweet rationing in the of 


number some 5,000. 


of he Dinlotry ot Seed and whet Saas 
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RETURN TO COMPETITION _ 


The industry comprises 180 
medium int factories and Pants 
smaller ones. Since 1940 they have z 
opened on allocations made on the hoe 

pre-war use. — Government’s licens. 
ing system and the basic year ; 
peevent the cory of new manuf 

¢ expansion of any exis musta 
trade. Clearly such a ies ae 
tinue indefinitely, and we are fast soul 
ing the point when a decision must be m 
as to the eventual form of the i 
organisation. 


There are only two alternatives—one j ‘is 
some rationalised scheme, which would in. 
volve, probably under Government 
the concentration of manufacture in 
units, and the other is a return to 
petitive system. I believe to tne 

is 


al 


Fes 
A 


national interest that, a8 soon as it is reason. 
ably practicable, our industry should 
to the system under which it od in 


the past efficient and popular service to al 
sections of the community. 


The report was adopted. 





FOY MORGAN AND COMPANY 
LIMITED 


SOUND FINANCIAL POSITION 


The twelfth annual general meeting. a 
Foy Morgan and Company, Limited, wa 
held, on the 11th instant, at the offices al 
the company, 16, Eastcheap, London, 
Sir Gerald Lenanton (chairman) i 


The secretary (Mr E. A. Cremer, FCIS) 
read the notice convening the meeting ad 
the report of the auditors. 


The following are the chairman's remark 
which had been circulated with the report 
and accounts for the year ended December 
31, 1946:— 

It is with great regret that I have to advise 
you of the retirement of our chairman, Mr 
C. L. G. Modin, who has been an active 
director since the formation of your com 
pany. I am glad to say, however, that 
has agreed to continue to serve the interests 
of the company in an advisory capacity, for 
his unrivalled experience of the timber tad: 
over the past 60 years will be invaluable 
us. 


INCREASED TIMBER IMPORTS % 


Although supplies of timber in the = 
remain far below potential 
profit and loss account for ie wae BE 
reflects the active part your 
played in assisting the increase oa 
during the past year. Most of the mais 
timber exporting countries of the 
been visited by one or more of 


or assistant directors, and a s ‘* 

crease of business is resulting therefrom. 
A number of af pee 

are still seconded 


ments. We look forward ep 
mente ak oar ae 


The financial position of the 
remains sound and liquid. 
the year to December 31, 1946, on tf 
classes of shares, as set out in the c 
have already been paid. \ 

The report and accounts were unanit 
adopted ; and the auditors, Messt® “ 
Agar and name, having _ beet 
appointed, the proceedings terminated. 
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Statistical Summary tA 


GOVERNMENT. RETURNS 

For the week ended April 12, 1947, total 
Boas revenue was £37,856,400 against 
ordinary expenditure of £29.496,361. Thus, 
incuding sinking fund  ‘a¥ecations of 
£109,015, the deficit accrued since April 
ist is (26,490,741 against 71,925,000. for 
the corresponding period a year ago. 


RDINARY AND SELF-BALANCING 
REVENDE . AND EXPENDITURE 


ene eee gti = ee 
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Receipts into the 


Exchequer 
| (£ thonsands) 
| Esti- err ce 
April | April 
Revenue | mate, es 1 Week | Week 
(1947-48) to Cs E oo “d “ended 
i | gs | A ae 
Tig UR oT 
REVENUE shin 
Iecome Tax sid per 34,220, 20,528 11,089 


Sedat ...555.-- a 2,000; 1,700| 1,000 

Estate, et:., Duties, 155000 6,595 $250 3,595 1,800 

uiss t 730) "600 

an 000 12,650) 1360) 6806) -2, 560 
ly * | . ni 


Seeeeese 







et 


aise 18,238) 11,793, 11,103 
8000, 6,500) 4,200, 3,785 

















Total Customs & 
Excise .....-.- 138 199, 24,739, 15; 893 14,888 
Resists beieeeer dieters eeperm— 
Motor Duties . 50, 2,389; 2,543, 1,056 1,699 
Surplus War Stores 95, aoe | 1 eos eee 
Surplus Receipts 
from Tradi ; by one no sm en 
Post Office ‘Kal 
Receip Beer te ati ese oes o aes 
Wieless Licences.' 11 oe — = _ 
Crown Lands ... 1,000}... sande he ao 
Receipts from | i 
Sundry Loans..| 21, 7 - a. Roa 
Miscef Receipts: “| 270, 988) 5, #9) 5,440 
i i i al 
Total Ord. Rew.. ./34 196,709 _ £2,264) 50,035, 37.886 
SmrBacawcine | yr. 
Post Office =... 1600, 1,800 


Issues owt of the 
Exchequer to mect 





! payments 
| ({ thousands) 
mM ist. TC 
; | A April | 
Expenditure | mate, | ‘¢ Rcy | Week | Week 
1997-48, | & pied ted " 
| | Te ae 
| 1986 4997 | 196 | 1947 
! ; ie Aa ee 2 
Deas | = 
Exraenvitves i 
Tt & Man of | i 
Bar Debt «| 28. 26,860) 25,216 4298) 3,696 
< to N.) ; i i i 
en ot Pr Raetisey?. Pees" 
Nat. Land Fund. | 6 os ones Tr ge 
Other Cons. Fund! a } | | 
Services... ... | ws, 56 ss | ane 
Tota. 556,000 25 896) 4,298) 3,696 
Supply Services 


(625367) 15250 as.s08 62, 700) 25, ‘000 


Tota Ord. Exp.. are 


66,998; 29,496 
af ... 
Suu. ANCING | 
PO. & Brdeasting 144.230 5.350 Sad 1,800 
lecome | ak on! 
RPT Refunas ao 








ee [Ssrase7! “Ta6,a80. 123,418) 70 10,48) 31,663 


After a Exchequer balances ‘by £378,339 to 
the other 


operations ter the week decreased the 
aes Debt by £3,175,616 te 53 million after 
for {17 milliow of sinking 7 Fe. 


NET ISSURS thousands) 
PO. and Telegra 


eds at ate ame. ae 

Trade Guarantees Act, Section 4/1) wR 

(Sco SC ON Beet Woes a 

sckerdeementege tt 2,000 

mage ; ae ee 000 
Act, 1855, Section 30} 3 per cent. Local 

ies PL cate tc aeencain ax tae 150 

a 5,564 


CHANGES IN DEBT (¢ thousands) 


Ner Repay ests 
5% Defence Bonds *1,1§3 
23% Nat. War Bds. 
1946- 48 


‘Treasury Bills - zs 
a, Deeate Bos: i 1, $33 


50 
3% Term, Annuities 1,618 
Tax Reserve Certs. 1,315 























Other Debt :— 
faternal .../... . 
Ways. & Means Ad. 
vances 8.2.2.4 38;920 
31,968 35,143 
* Including £754,000 paid off in maturity. 
FLOATING DEBT 
(£ miftions) 
Ways and . | 
Means - 
Trea- 
Advances sury | Total 
+} —+ oT ———| De- | Float 
| posits | img 
Pp Bank | | by k Rete 
ublic| of | Banks | 
Depts. | Eng- | "| 
land } 
fe a de 
4946 | } 
Apr. 13-1 1790°0)9737-0| 498-9 |. | 4602-9 6587-9 
Dec. 28 | 2140- “0 2455-4) 448-0} ... | 366-5) 57204 


Jan. 11 | 2150-0 2467 - 


j 

jor y 
1) 410-4 |...) 1606-5 | 6715-0 
~ 18 | 2150-0|9457-2| 42-2 | <>) teeta) 6n00-4 
» 25 | 2145-0) 2461-6) 395-1 | "| 1657-5) 6659-2 
Web. 1 | 2145-0) 2435-2) 427-2 | | 1635+5}.6640:8 
» 8 | 2145-0) 2418-2/ 439-7) ... | 1600-0) 6602-9 
~ 15 | 2155-0 2441-3) 4ege7 | -8-0-+ 1580-0} 66I5-1 
» 22 | 2165-0| 2506-5) 446-5)... ~) 1508-07 G626°1 
Mar. 1 | 2175-0} 2565-5} 550-3 | 18-@ | 147359|\6759"3 
» (8 2185-0) 2600-7) 585-7 | ... | 1443-5) 6812-9 
15 | 2185-0| 2628-5) 582-2 | ... | 14360) 6850-7 
w 22 | 2185-0) 2690-9| 582-6 | 2-25) 1434) 6894-2 
» 3h |2185-0| 2699-7) 613-5 |... | 1456- b| Sas 
Apr. 5 | 2185-0) 2704-4! 592-7 18-75] 1443-5) 6944-4 
ft ater 8) 580-6 | 1443-8} 6957-9 





TREASURY BILLS 














(4 mitbons) 
Per 
Amount Average Cent. 
Date of iPr aie. Aflot Allotted 
Tender | - at 
es |ANlotted| =. Tent Min. 
% Rate 
19% 
Apr 2 | 150-0 aes | 10-0 10 2-09 | 38 
949 
Jan. 10 | 470-0 | 252-6 | 170-0 | 10 0-16 47 
= 47 | 0-8 | o5-4 | loso|} te ean + om 
. 24 | 160-0 | 277-2 160-0 | 16 2-43 24 
31 | 160-0 | 303-0 | 160-0 | 10 2-14 w 
Feb. i | 170-@ | 290-6 | 1-0} 10 1-52 4p 
» 414 /| 170-0 | 263-6 | 170-01 lo 2-39 58 
» 21) 170-0} 227-9 | 170-0 | 10 1-79 41 
28} 170-0 | 246-3 170-0] 10 2-16 63 
Mas. 7 | 290-0 2827-0 | 170-0| 10 1-15 43 
» 44 | 170-® | 273-9 | 170-0 | 10 1-59 51 
» 21 | 170-0 | 288-2 | 170-0) 10 3-29 45 
» 28 | 170-0 | 296-9 170-0} 10 2-51 42 
Apr 3/ 170-0 j 293-9 | 170-0} 10 2-60 43 
. i! 170-0} 296-2 ewe 10 2-57 43 
he 





On April ith apphcations tor bill: to be ida iit 
Tuesday, W ay. Thursday, Friday and Saturday 
were Siceonet as to about 43 per cent. of the amount 

applied for at £99 Ts. 5d and applications at higher 

were accepted in full £170 million (maximum) of 
fa Bills are being offered for April 18th. For the 
week ended April 19th the Banks wil} be asked tor Treasury 
deposits to a masimum of £100,000.000. 


SMALL SAVINGS 











(¢ thousand) 
Week 
Ended 
April 5, 
Savings Certificates — 1947 
Receipts ....s00 see sa b sbeehilsiels bceiilee 13,250 
Repayments .....ceee08 oadeecercvosees 1,400 
Bet: Same guic cnc ca cc cdccewdsveceescccs 11,850 
Defence Bouds -— 
ial ee arsh = sineins o 
Net Savings ........... eco View siegus os 1,399 
Post Office & Trustee Savings Banks ~~ 
ERIM wantin sk ks0 +0 edotneivinean: ? TRS 
REPAyWents aeascrvcosecesecssecsecess 15,916 





Net Savings AP OSPOseOP OHS CREE EEE SOROES $23 





Interest a on savings remaining invested 
Interest on certificdtes repaid ........-.... * 280 


BANK OF ENGLAND 
RETURNS 
APRIL 16, 1947 


ISSUE DEPARTMENT 


Notes Issued : Govt. Debt... 1 Kes, 200 

















In Circln. ... 1396,530,913 | Other Govt 
In Bankg. De- Securities © .. 3458,297, 963 
partment ... 53,716,920 | Other Secs... 680,268 
Com other 
than Gold... 6,769 
Amt. of Fid. — 
es... T#50,000;000 
Gold Cain 
| Ballion. © fat 
Fas. 3A. | 
Ge.tingy. 2-7 © 47,833 
1450247, 833 1450,247,833 
BANKING DEPARTMENT 
f, 
Capital ...... Govt. Secs.... 348,175,660 
RR Fenn a 182,232 | Other Secs, : 
Public Deps.* . 8,960,837 |. Discounts and 
Advances... — 42;977,947 
Other Deps. Securities, .. «17,820,656 
Bankers. ..., 305, G98 BOE 
Other Accts. 100,496,197 29,898,613 
Notes....<.0- 53,716,920 
905,791,090 | Coin........ 695,966 
432,487,159 432,487,159 
ae Exchequer, tes Banks, Commissioners 
ot Nationa? Debt and Dividen Accourits. 


COMPARATIVE ANALYSIS 
o: (% millions) a 


Seth ee 


1946 

i ee 

| Apres) Apr. ‘e. Apr. 

| 2 16 

Tssue Dept 
Notes i . “Grciilation Dae i 346 - 9 1399 -9)1402- 
Notes 












, | 1396 -6 
in banking depart- 
ec 94:0) 50° 3 47-4) 53-7 
Government debt and 
socuritied® 22.5... ee a 1449 s449- 1449-3 
Other securities... ...... 0-9 BT Be e-7 
G@Bies. GA. °- 2B O02 0- 0-2 
Vidlued at 3, por fime 2. | pee = 1728/8) 1728/3 
Bankung Dept. : | 
Deposits ; } | 
Pablieciiieaviecss eid 46-2) 12-0} > 9-0 
SOU Gs i. sue ccctiesanen 211-8 284-8) 290-0) 305-7 
Otbetha ss. scargeteeees | §3-0| 101-2) 101-9 100-1 
Deltieecs. leis cevese> | 280-8} 397-9 401-4) 414-8 
Securities 
Government... 00.00 200-2) s30-2) 535-9 348-2 
DisCOURTS, C8oeewevese. | 26-6) 17-3 18 32-4 
NE isin witctin ander’ wiswice 16-@ i 16-8 17+6 
IE SE ve 243- 8 565-4) 370-9} 378-2 
Banking dept. res......... : 3) SD. 9) . = 
oO 
“ Beoportion "...c.01-.- 19-5) 3-8 fa} 13-1 
* Government deht is £11,105,300, capital 


Fiduciary issue raised 
mifiion on December 10 1946 


“THE Economist” EywDEX oF Sennen 


£14,553,000. 
£1400 million to £1,450 











Prices 
_(1927= 100) : 

Mar. fi. |} . 25, uw 
Nee | Se | SS 
Cereals and meat. | 11A-6 ii 4 ni-é 
Other foods... | 1d | ia] ase 
Textiles ......... | 131+] 131-2 131-5 

inevals. 2.15.52. 23-5 | 23-5 223-5 

Miscellaneous ..... } 9) HAD-3 } 240-2 150-7 
Gomplote Index... 141.3 40.3 145.8 
1913—=100...-- |. 1084 | A934 | OB 


GOLD AND SILVER 


The Bank of ee 8. Officias buying price ter gotd 
remained at 172s. 3d. per fine ounce throughout the week. 
Market prices* were as toflows ;— 

Sirver | Goto 


{ 


1947 | “London |New York! — Bombay — ~ Bombay 
per ounce!per oun ee 100 toles| per ‘on 











c Le Sd oe & 

Apr. 5 46 

- 46 184 162 6 | 103 8 
4 16 162 12 | 104 0 
4 6 %3 4 | «4104 8 
4 % 0 105 «4 
4 6 oi we 6 
4 8 122] 5 68 
4 2 | 105 4 
46 %6 4 | 16 13 








608 


NATIONAL BANK OF INDIA LIMITED 


Bankers to the Government in Kenya Colony and Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, E.C.2. 





BRANCHES: . 

Aden and Cochin - Madras Kisumu Kenya 

Aden Point (3. India) Mandalay Mombasa aL 
Amritsar Colombo Nuwara Nairobi Briti 
Bombay Delhi Eliya Nakuru E.A. 
Calcutta Kandy Rangoon Entebbe 
Cawnpore Karachi Tuticorin Jinja Uganda 
Chittagong Lahore Zanzibar Kampela 


Dar-es-salaam Mwanza Tanga «. ss =e owe Tanganyika Territory 
SUBSCRIBED CAPITAL... «5 £4,000,000 
PAID-UP GAPITAL__..... --» &2,000,000 


: RESERVE FUND... ... ... £2,300,000 


The Wank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken. 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 
Commercial Register No. 1 Gairo. lei) 
FULLY PAID CAPITAL .- - £3,000,000 
RESERVE FUND- _- _- __-_£3,000,000 


London Office: 
6 & 7 King William Street, E.C.4 


Branches im all the Principal Towns in EGYPT and the SUDAN 
























REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £15,600,000 
ASSETS EXCEED £92,000,000 
CLAIMS PAID EXCEED €173,000,000 


(1948 Accounts) 


CRAWLEY DEVELOPMENT CORPORATION 

The Development Corporation recently appointed for the establish- 
ment of a new town at Crawley invite applications for the under- 
mentioned posts. 1 

The officers will be responsible heads of departments, and will be 
ex, to work as a team under the direction of the Chief Executive 
Officer. The task is of a pioneering kind and calls for imagination. 
initiative, resource and proved organising ability of a high order. Appli- 
eants should show themselves possessed of this combination of qualities 
as well as of a recognised professional status. 


Chief Engineer (Ref. H.D.100) 
Applicants should be corporate members of the Institution of Civil 
Engit.eers and/or the Institute of Municipal and County Engineers, and 


should have had executive experience of large-scale civil engineering | 


works. The successful. applicant will be required to take charge of 
the civil engineering projects to be carried out on behalf of the Develop- 
ment Corporation. ° 


Chief Architect (Ref. H.D.101) 


. Applicants should be Fellows or Associates of the Royal Institute of | 


British Architects and should, in addition. have had experience of town 
planning work. The successful applicant will be required to co-ordinate 
— design and planning work in connection with the development of 
the town. 


Estate Officer (Ref. H.D.102) 

Applicants should be Fellows or Associates of the Royal Institution 
of Chartered Surveyors or of the Auctioneers and Estate Agents Insti- 
tute, and should have had experience of the management of large urban 
estates. The successful applicant will be required to supervise the 
leasing of land, to manage the Corporation's own property, and to 
advise on all matters of estate development and on the prémotion of 
industry and commerce. 


Legai and Administrative Officer (Ref. H.D,.103) 


Applicants should be Barristers or admitted Solicitors and should 
preterably have had experience in a Local Authority or Public Utility 
Undertaking. The successful applicant will be required to act as Secre- 
tary of the Corporation and to take charge of the administration and 
personnel services as well as of all legal questions. 


Chief Finance Officer (Ref. H.D.104) 

Applicants should be Chartered or Incorporated Accountants or certi- 
fied Corporate Accountants and/or hold high municipal or other account- 
ing qualifications, with a wide and varied experience in, important finan- 
cial and commercial affairs. It will be of advantage to have been in 
some branch of public service. The successful applicant will be required 
io take charge of all aspects of the Corporation's finances. 


Applications, in writing, must quote the appropriate reference given 
above and should be submitted to the Crawley Development Corporation, 
1L, Grosvenor Square, London, W. 1, by the 24th May. 1947, together 
with copies of three testimonials, Date of birth should be given, as well 
as particulars ef education, cualifications, appointments in chronological 
order, present salary and salary now required. 
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Constituted by Act of Porlioment i696 9 | $5. 
RESERVE FUND & BALANCE carried forward... ... 
London Offices: 


AUTHORISED CAPITAL 2... 0 ee ane see 4800)009 

DEPOSITS & CREDIT BALANCES 28 

Head Office: THE MOUND, EDINBURGH 
CITY OFFICE, 30, BISHOPSGATE, E.C. 


CAPITAL FULLY PAID .... coe sem jane. pas 
as at 28th February, 1947 ... Rs ore £87,073,048 
Over 200 Branches and Sub-Branches throughout Scotland, 
PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, Ww. 





THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(incorporated in the Colony of Hongkong.) 
CAPITAL ISSUED AND FULLY PAID UP. $20,000 
RESERVE FUNDS STERLING - += «+ « £6,000. 
RESERVE LIABILITY OF MEMBERS - - $20,000 













Head Office: HONGKONG. t Tee 
Chief Manager: Tas Honounaste Me, A. Morsz, C.B.E : 
Salaceee | a ao ara * . 
Amoy ungkin po! uar (Johore) Singa 
Bangkok Colombo Jesseion *Mukden ogee 
Batavia *Dairen ao New York Suge! Patan : 
Bombay Foochow Kowloon Penang Teluk 
Brune: Haiphong Kuala Lumour ( 
Calcutta *Hambur: London Tien 
Hankow sons Sanda *Tokyo  , ©" 3) 
Canton *Harbin falacca San Francisco Tsingiag wa 
*Chefon Udsilo Manila Shanghai *Yok ape, 
* Branches not yet re-opened ital 






London Office: 9, GRACECHURCH STREET, £.C.3. — 
HONGKONG & SHANGHAI BANK (TRUSTEES) LIMITED. 5 

9, Gracechireh Street, EC.3, a company incorporated in England, and Ss 
affiliate of Th Hongkong and Shanghai Banking Corporation, is prepared 
act as E: ~-utor and Trustee in approved cases. pine 3 
Full perticulars may be had on application. 4 







, 
aE 
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THE CUNARD STEAM-SHIP COMPANY, LIMITED — 


NOTICE IS HEREBY GIVEN that the Seventieth Ordinary General 
Meeting of THE CUNARD STEAM-SHIP COMPANY LIMITED Will te 
held at Cunard Building, in the City of Liverpool, on Wednesday, the 
20th April, 1947, at eleven o'clock a.m. Ls 

1. To receive and consider the Statement of Accounts and a 
Sheet to the 3lst December, 1946, with the Reports of the Director 
Auditors. ; 

2. To sanction the declaration of final dividend for the year 1946. 

3. To elect Directors and Auditors in place of those retiring, but 
being eligible offer themselves for re-election. 

By Order of the Board, 
H, J, FLEWITT, Secretary. 

Offices: Cunard Building, Liverpool. 17th April, 1947. 


SUDAN GOVERNMENT 


Sudan Railways require a Qualified Accountant for service in the 
Sudan for general accountancy and costing. Candidate should possess 
a recognised professional accountancy qualification and have & 
practical experience with a business firm. Knowledge of modern 

ere and of punched-card accounting would advantage. . A 

-35 years. 4 

Appointment on Short Term Contract (initially for two yoat a 
starting salary of not less than £400 per annum, according 
experience and qualifications. Cost of living allowance at the 
per cent of salary, subject to a maximum of fE15 per month, is now 
payable. Outfit allowance at the rate of £E40 is payable when contract 
is signed, provided appointment is at a salary not exceeding 
per annum (£E1—f1 0s. 6d.). Free passage on appointment. 
medical examination. There is no income tax in the Sudan at 

Papers containing fuller information, and application forms, 
from Sudan Agent in London, Wellington House, Buckingham Gate, 
Lordon, 8.W.1. Please mark envelopes “Railway Accountant.” — 

ladies aed el 


,ATIONAL FARMERS’ UNION requires ECONOMIST. Sound Kaw 
+‘ ledge of economics and statistics and ability to write 
Salary according to qualifications, but not less than £500 per , 
Applications should reach the General Secretary, 45, Bedford Sat 
W.C. 1, not later than 10th May, 1947. ate 


aes 
nee 


AN important national institution requires the services of 4 
+\ Executive. He should have a first-hand knowledge of i ’ 
administrative and some sales experience, and wide cultural interests. 
The work is interesting and offers considerable . The headeusis 
are in London, and the salary is on a range of £1,000 to £1,300 ith & 
pension scheme. Particulars should be seat to Box 437. ' oe 












A BUSINESS man of proved ability, courage and initiative, 
successful record in war and peace, seeks a permanent progres” 
post where good brain-work receives scope and i oe 
one er ove Tae, aw Lt.-Col. an one Diree 

u ; -date knowledg: managemen 15 
resea contro Box. 460, ? a acne: 
. ~ ~ erences 


ne 





Portugal St., Kingsway, London, W.C.2. Published week! Economist Newsparen, 148+ 
e: R. S. Farley, 111 Broadway, New Yok a2teuee, April 19, 194: 





